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CONCEPT OF DEVELOPMENT AND UNDERDEVELOPMENT IN THE 
CONTEXT OF THE POLITICAL ECONOMY OF INDIA 


Sarthi Acharya 


1, On Defining Under-development 

Countries of Africa, Asia (and Latin America), liberated 
'rom European Colonial ‘oppressive and exploitative rule present 
rather heterogenous picture of backwardness, which cannot be 
iepicted by a single word or phrase. Even in the same economy 
ihe characteristics of backwardness are diverse and heterogenous, 
iS some of the sectors or regions are as modern as those in the USA 
)r UK, while the others are as backward as perhaps the primitive age ir 
;he history of mankind. The co-existence of sophisticated mechanized 
transport along with animal or human transport labour, of multiple 
technologies of production, of mixed economic and social formations, 
simultaneous use of mud-thatched houses along with multi- story apart- 
aents etc. are a typical characteristic of the developing economies. 


These economies have mixed socio-economic formations where there 
ire both concealed and apparent antagonisms between different sectors 
md classes. To take a few, there are examples of the existence of 
/ery large number of economic activities of the ’lower economic 
)rder’, particularly in the household where the productivity is 
extremely low and the level of under-employment high. Against this 

:here are large modern manufacturing industries with high degree of 

. ^ mhpre is often an unequal trade 

-conomic efficiency and technology. The 

Nations hip between the two, leading to survival problx^ms and p 

,hat of the urban and rural Motors. Host under-aeveloped countries 
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have large population concentrations in agriculture, which also 
usually has the predominant component in the national produce of 
the country. In view of the heavy population pressure on land and 
primitive agriculture, the level of modernization and productivity 
of land is very low at places abysmally low. Against 
politically dominant affluent sectors that hegemonlse State power 
(and therefore the decision-making process) are in the modernized 
urban, secondary (often foreign backed) sectors, whose efforts are 
perpetually to get surpluses from agriculture and primary activi- 
ties in order to industrialize further. Similarly, there is the 
issue of workers in the modern sectors and traditional sectors, rural 
areas and urban areas etc. which present their own complex scenario. 


Most of the classical theories of development and under-develop- 
ment put forward a hypothesis that the developing economies are in an 
early stage of development which the advanced countries had already 
undergone a century or so back. Thus, if the development strategy 
is pursued along a oapltallstlo path, in the coming years the growth 
of these countries is going to take them to a stage where the develop 
world finds itself today. At the same time, these theories point out 
problems of capital accumulation arising from the low level of saving 
and investment on one hand and inadequate Investment opportunities 
to plough back the surpluses on the other. Population explosion is 
yet another consideration in their analysis. Underdevelopment is 
explained, as by scholars like Nurkse, through some vicious circles 
which bring in a circular argument of prevalence of th- oxisti g 


•4- • 0+0 inw 1 ovpI However these theories appea. 

jquilibrium as it is, at a low level. nuwuv^. 


lThe vicious ditole.thebrles are well^ela berated in 

and Baldwin R.E., Economic Development (New York, J Develop 
tlque can be found" in t.' WyiJ-ag , — ^ 
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• 4- AT rvfSir ni" thp historv of developHien't of "the 

erroneous in nature. A look at tne nxbt.uj.y 

advanced world reveals that the characteristics of their growth were 
based on colonial plunder and exploitation, evolution of modern 
technology along with the growth process, ready markets for the 
goods produced, unequal exchange and deliberate destruction of 
competitive products from the weaker trading partners. On the other 
hand, the developing economies have none of these advantages today; 
in fact, there are distinct disadvantages In all the Issues stated 
above. Secondly, the attempt in these theories is to develop a 
general framework of the theory of development and underdevelopment 
at a moment of time and explain away all processes of backwardness 
through some "key" variables and tautologies. In other words, under- 
development Is a phenomenon which can be identified by a few variable- 
like the per capita Income, consumption, composition of national 
income, overhead facilities, rate of capital accumulation eto. They 

do not take account of the sooio-economlc-cultural-politloal rela- 
tions, which makes these categories metaphysical and threfore meaning- 
less. Above all such theories fail to explain as to what Impediments 
hamper rapid economic development and consequently what obstacles 
have to be removed in order to liquidate that state of underdevelop- 
merit in the shortest period of time. 


In identification of the process of development and underdeve 
lopment, three specific arguments In the frame of analysis ar- ve y 
important but they tend to get neglected in the conventional capital 
accumulation theories of development. As scholars like Frank and 
Samir Amin have pointed out, one is the role of history in explaining 
the state of development. What the world Is today is a continuum of 
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what it was in the past. The underdeveloped countries of today- 
have gone through a peculiar development process which .was a part 
of the development process of imperialism, of the world capitalist 
system as a whole. These countries thus have fed the colonial masters 
for their development at the price of their own underdevelopment. 

From this emerges the second argument. The developing countries have 
not developed independently under the colonial rule. Thus these 
countries may have both their physical and human resources under- 
exploited, but the causes of their backwardness do not lie in the 
internal factors alone. There is need to explore into external 
factors for identifying the causes behind underdevelopment. The 
third argument in this series is that of the qualitative dimension. 
More than the quantitative dimensions like the per capita income 
which would put Kuwait and the USA in the same bracket of development, 
or distribution of income which would put East Germany and Vietnam 
in a comparable category and the like there are qualitative aspects 
like culture, sociology, level of consciousness, education, economic 
and social formations, distortions and changes in land-labour capital 
relations etc. which are much more ' important in the development debate 

After the above clarification on the methodological issues we 
oen now define underdevelopment. Underdevelopment is a situation 

■ ■ ■ ■n-' 

which is the result of a specific distorted development. 

The colonial system, established through the 18th and the 
early 19th century was the specific manifestation of the worldwide 
expansion of the capitalistic mode of production, which was out- 

The definition is borrowedfrom I. Szentes, "The Main Theore 
tical Questions of Underdevelopment, ", in 'J. Nyilas _ (ed. ) , Theory 
and Practice of Development and Underdevelopment, (Budapast, '1977; 
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growing national limits. Rapid industrial growth was accompanied 
by an increase in the number of the employed (largely from the 
otherwise formerly self-sufficient rural sector) , consequently 
generating excessive demand for food stuffs, minerals and agricultural 
raw material. On the other hand, there was want for a market for the 
manufactured goods. Considering the weak British agricultural sector 
and the general low purchasing power of the British population through 
the 18th and 19th centuries, the internal capitalistic laws of under- 
utilization of industrial capacity, unemployment and falling rate of . 
profit were increasingly becoming apparent. This was largely true for 
France, Holland and other European powers also. There followed a race 
towards Africa and Asia for capturing external economies which would 
provide factors of production as well as the markets for the manu- 
factures at terms dictated by the former. World capitalism began to 
expand for its own survival. 

Inevitably thus, after a series of colonial conquests and bloody 
imperialist wars, the world was divided, to borrow Sartre's descri- 
ption, with a quarter of its popixLation consisting of men and three 
quarters as natives. 

In specific terms the colonies became, 

a) the suppliers of mineral and agricultural raw materials 
to the parent countries 5 

b) secure markets for their industrial goods? and 

c) the territories of their investment activities. 

It is in accordance with these functions that the economies of 
the colonial and dependent countries, ...were shaped. The dependent 
relations have continued over all this period and even continue today, 
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though the factors and variables of dependence have undergone 
substantial changes overtime. For instance, in the mid and later 
20th century, the emphasis has been on technology. 

Private foreign capital flowing into the colonized territories 
and supported by purposive economic policy developed the leading 
export sectors of the dependent countries - the agricultural cash 
crop economy and the mineral and rav/ material production. Lack of 
local skilled labour and the high costs of imported industrial 
machinery stimulated capital investments in commercial agriculture 
and mining of low capital intensity v/hich required unskilled labour. 
Foreign capital integrated these economies into a general capitalistic 
market even as it distorted the economic structure locally. Domestic 
capital was thus hindered from entering certain key sectors. 

Dualism in the social and economic formations was also an 
aspect orginating from foreign capital. Foreign capital while turning 
part of the economy into a capitalistic one (and introducing a new 
strata of wage-workers and paid employees), preserved the old lower 
forms of production particularly with a view to, firstly, deplete 
*them economically and at the same time keep the bulk of the popula- 
tion in that sector so that an unlimited reservoir of cheap labour 
is permanently maintained and, secondly, to maintain political 
stability by controlling the power elites of the pre-capitalist 
modes of production. 

The international supply and demand inducements and spontaneous 
market forces channelled economic actiyities and investments into a 
. direction to which even local investors were compelled to adopt 


■th.6iiis0lve s “to a great; extent;. This mechanism assumed a cumulative 
process and with its perpetuation there sprang upj as appendages to 
the foreign capitalj secondary forms of domestic capital and the 
corresponding strata of local society, often referred to as comprador 
capital and comprador bourgeoisie, which were directly interested in 
cooperation with the foreign interests. This formation of another 
class of bourgeoisie cemented the distorted, one sector, primary 
export-generating economy and established deep roots of a foreign 
dominated capitalism and an underdeveloped economy emerged out of a 
super-imposed alien mode of production upon the local economy, often 
by brutal force. 

This state of distorted development has thus been derived from 
external factors related to the movement of the world capitalist 
economy. As a result of the external factors, a peculiarly distorted 
and internally disintegrated economic and social structure has come 
into being, which in turn has become the determinant and the basis 
for a system of external relations of the mechanism of dependence 
and exploitation. The typical characteristics of underdevelopment 
can in short be stated as, 

a) Economic dependence on foreign capitalist powers? 

b) income losses to or systematic income drain by foreign 
capitalistic powers, i.e. state of exploitation? 

c) internally disintegrated economy with distorted structure? 

d) heterogenous society of a dualistic structure. 

Thus underdevelopment is a consequence of both external factors 
(a) and (b) above and internal factors (c) and (d) above in a histo- 
rical perspective, and embeds both qualitative ■ and quantitative 


dimensions. 
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2. Indian Underdevelopment Under Colonial Rule 

In the beginning of the 19th century, India’s Industries consisted 
of village handicrafts, closely linked through a system of communal ties 
with agriculture as v/ell as the handicrafts, cottage industries and 
small manual establishments in towns, particularly seaports. Since the 
system of hereditary specialization was widely prevalent, there was 
a marked low level of division of labour and thereby the productivity 
was low. 

British colonial domination affected these lower forms of 
industry in many ways. Firstly it brought about a direct ruin of 
the Indian handicrafts. The monopoly on foreign trade and restricted 
tarrifs on the import of Indian goods including textiles and sugar 
cut off the Indian manufacturers from foreign markets. Indian 
handicrafts suffered further with the dismissal of the feudal lords 
and the disbandment of their armies. Since the tastes (and policies) 
of the British were different, there was a sharp fall in the demand 
for luxury goods, arms and military equipment. This, coupled with 
the imported (and later the local factory sector) goods of an entirely 
different variety helped seal the doom on the handicraft manufacture 
and its manufacturers in India. With the development of transport, 
the phenomenon reached the interior too, and capitalist order had 
begun to gain foot-steps. 

On the other hand (as stated in part 1), the British were 
also interested in preserving lower forms of industry in India as one 
of their principal interests was to convert India into an agrarian, 
raw material base for the metropolitan country. ■ The exploitation of 

tt|):|it:sahtst'waa;’;v:i:ntehsffi%df/i9i;llSp|iliiiiiii!isiii^S^Pi:i^ 
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the development of productive forces. The system of reproduction 
and the way of life in the countryside that took shape on this 
basis, ensured the traditional demand for consumer and producer 
goods. There was a direct relation between the persistence of 
backward production forces in agriculture and the preservation of 
the lower forms of industry. 


This preservation of some lower forms of industry led to far 
reaching effects on the workers. Because of the agrarian over- 
population, particularly acute and chronic in the epoch of 
imperialism, the army of permanently unemployed or partially 
unemployed agricultural workers grew rapidly while the productive 
forces grew at a much slo’wer rate. There was therefore a persistent 
gap between the demand and the supply. Wages in the lower forms of 
production, as Shirokov points out (in Industrialization in India ) 
fell even below the natural limits of subsistence. 


The lower form industries which steadily declined through the 19th 
and 20th centuries were the handicrafts, handspinning, jute, 
metal etc., while industries designed to either support e 3 q)ort or 
export products like food processing, tanning coir articles etc. 


As for the organized industry, its study can be divided into 
two periods 5 one, that of inflow of the foreign capital and the other 
that of the conflict between interests, of foreign capital and that of 
the Indian capital. 


By the end of the 18th centiiry., . .the East India Company began 
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to set up either directly or through agencies of British Entre- 
preneurs, coal, metallurgical, textile, sugar and other industries. 

But with the first war of independence in 1857, it became apparent 
that the future of the crown in India depended upon larger involvement 
of local capital and elite and by early 1870s the colonial authorities 
were directly developing coal industry, arsenals, ondnanc-e factories 
and a metallurgical plant. 

The economic drain has been calculated by a study (done by 
R.K. Mukherjee) at the rate of £25,000,000 annually in the first 
half of the 19th century, while the wages of a labourer in India were 
of the order of 2 pence per day. This drain included the persistent 
export of food from India which, in the late 19th century led to mass 
starvation and death to more than 3 million people. Due to the 
’’production for export” policy, the locations of Indian industries 
were solely at the seaports, namely at Bombay, Calcutta and Madras, 
with the exception of Kanpur, which was Industrialized due to military 
reasons. British was also India’s sole supplier of equipment and 
manufactured goods and thus imports were practically exempt from 
customs duty. Since the orders were placed directly to the metro- 
politan country, local capital had little scope except to concentrate 
on extraction industries alone. 

But over time v/ith the consolidation and entrance of Indian 
manufactured goods in the domestic market, there grew a conflict 
between the Indian and British interests. It was then that the colonia. 
administration resorted to discriminatory measures against organized 
Indian industry. One of the steps taken in that direction was the 
introduction of excise on cotton fabrics in . 1896. Earlier in 1870 
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import duties were introduced on long staple cotton for the local 
textile industry. For some time, the British were able to effectively 
stall local investment in industries where it hit the British interests 
But then in the early 20th century, three things occurred which not 
only changed the industrial scene in India but also, weakened the 
foundations of the British Empire. 


The first was the rise of the political voice of the national 
bourgeoisie. The earlier writings of Dada Bhai Naroji etc. and the 
Indian National Congress voiced their cause and the latter often 
violently demonstrated against the economic, social and cultural 
discrimination, and this assumed a cumulative process. The second was 
the rise of other capitalist and imperial powers like the USA, Germany, 
France etc., which threatened to compete in the Indian market increa- 
singly. With a view to keep the other foreign influences out and 
at the same time meet the domestic demand, there was a necessity 

T^o-r.mT+- 1 nr-.ni r.ani tsl to meet cart of the demand. This again assumed 


The situation at the eve of Independence was quite dilierenm 
from the early periods. The capital in Indian industries was dominate! 
by the local capitalistis though the technology was foreign. Compared 
to any colonial or dependent country, its industrial potential was 


12 


But the process of underdevelopment was complete by then. 

There was a predominance of backward agriculture over a narrowly and 
insufficiently developed industry. Further, there was dependence 
on foreign markets for the production of fixed as well as working 
capital and technology. The contribution of industry to the national 
income was less than 15 per cent with the employment in it being less 
than 10 per cent of the labour force. Lower forms of the industry 
contributed 58.2 per cent (Rs.8, 700 million) to the total industrial 
component of the national income and employed 7^.1 per cent (9.9 
million) of the total industrial employment. Industrial revolution, 
which involves a transition, from manual to machine production, was 
far from complete. (Statistics from Estimates of National Income 

'1946-47 to 1956-57). 

In the agricultural sector, the situation was worse. Pre- 
capitalist forms in agriculture, preserved by the British to control 
power through the rural elites, prevailed almost everywhere. Due 
to both a drain from this sector and the non-release of the full 
productive forces the reproductive capital in agriculture was 
negligible, leading to primitive methods of operation and very low 
productivity. Coupled with this was the narrowing of the occupational 
base due to the de-industrialization process, leading to increasing 
man-land ratio with the rising population. Acute disparities and 
subservience of the rural masses, extremely low income, utter poverty 
and exploitation by the landlords constituted the scenario of agri- 
culture of India, The country was saddled with the Zaraindari System 
on one side, a system marked by absentee landlordism and tenancy 
leading to a surplus drain in ujcproductive channels, and the 
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Ryotwari system on the other, leading to a direct exploitation of 
cultivators and peasants by the state. One thing common, in both 
these systems was the primitive method of cultivation and excess 
population on land. The institutional system was ingenious for an 
undisturbed exploitation which embedded all the impediments which 
would hamper development. 

3. Post-Independence Growth 

It is at this juncture that national economic planning under 
the banner of ‘'Socialism” led by the Indian National Congress, 
began. The explicit motive behind the planning process was modern- 
ization and industrialization of the Indian economy and the main 
instruments used for that purpose were protectionism and public 
investment. Initially this was adopted as a policy, out of choice 
but after 1954, compulsions of the shortage of foreign exchange, 
which forced upon a strategy of import substitution, led to a 
necessary legitimization of this policy for a faster growth of the 
private sector industries and a growth of public investment where 
the private sector would not/could not enter due to low returns, 
high risks and the sheer size of che investments. The growth of 
the public sector industries and projects was also to ensure a regular 
supply of inputs and provide markets for the private sector industries 
A rhetoric of socialism was attached to the public sector investment 
activities in order to meet the potential political challenges of the 
poor and the vocal. Further, in order to ensure that the private 
sector did not suffer slack growth due to lack of financial resources, 
a series of specialized financial institutions were set up (which 
were often public-owned or depended on ; Governmental sources) for 
extending to them the requisite .credit facilities. 
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The inherent underlying logic of this process of industriaiizarioi 
was that the surpluses of the private sector would be ploughed back 
for further investment and this was to be supported by public finances 
But this could be achieved only if wealth/property taxes were mild and 
the public funds were to come from sources other than the industrial 
sector. These sources, as it materialized, were indirect taxes 
(directly coming from the consumption activities of the larger masses) 
foreign aid and deficit financing. It would be seen in the following 
that this policy had far reaching effects. 


There is no doubt that in tne year pei'xuu upuu 
a growth of about 7 per cent per annum in industrial output and 
that there was a shift in the composition of the industrial investmeni 
and output with products like metals, chemicals, engineering and 
pharmaceuticals acquiring relatively prominent positions than the tra- 
ditional ones like the textiles and extracting processes. The growth 
of industrialization in the period 1966-77 was about 4 per cent per 
annum with periods of stagnation and inflation alternatively. There 
is a large literature putting forward theories of temporary/permanent 
stagnation in the Indian Economy. However empirical evidence shows a 
strong link between foreign/public investment with the growth of the 
industrial sector. But these aspects are related to the growth of 
output. Let us now examine as to what has accompanied this growth 
and what have been the factors responsible for its occurrence. This 
would enable to highlight the level of development India has been 
able to achieve. 
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Firstly, let us examine the financing of the programmes during 

the 2nd and 3rd plans, the early period of the industrial planning. 

Deficit financing and foreign aid aooounted for 42 and 43 per cent 

of the total public sector plan outlays respectively. Direct 

taxes in the tax revenue accounted for less than 40 per cent in 

1955-56 and less than 30 per cent in 1965-66. The principal reliance 

for finances from this component has been on indirect taxes. By the 

end of the first plan, the total foreign assistance amounted to 

Rs. 1,966 million, which by 1966, had increased to Rs. 61,944 million. 

In addition to these aid inflows, there were grant inflows too. 

is 

(Aid is an inflow of foreign credit, which/to be paid back with 
interest). As a result, the component of foreign assistance during 
the period 1955-56 to 1965-66 increased steadily, the period of fast 
industrial growth. Alongside this financial dependence was the 
technological dependence. The typical foreign entrant to the country 
was the multinational corporation functioning either as a partner in 
a joint venture (either technical or both financial and technical or as 
a wholly owned subsidiary) . All these were technologically intensive 
industries. They mainly produced for the looal market under high 
walls of import-protection, and reaped large surpluses which were 
sent out of the country in forms of royalties, technical fees, ! 

dividend payment etc. Even though the actual Inflow of foreign , 

capital was small, the control was large. It has been noted that , 

foreign collaborations, which met their own foreign currency 
requirements, were given preferences in import licences. In view 
of no initiative for self-sufficiehcy in technology at the manu 
facturing level, either in the public sector or in the private 
sector the drain to foreign countries continued. 
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Secondly, employment in the Indian industrial sector scarcely 
rose during the period of industrialization. The proportion of 
employment in industries in 1971 was the same as that in 1961 
according to the Census Reports. Between 1951 and 1966 the factory 
sector employment increased by less than 3 per cent per annum and 
between 1966 and 1977 it was only about 1.7 per cent. In March 1977, 
the total employment in the public and private sector was only about 
6.26 million. Meanwhile since the population had been increasing 
at about 2.5 per cent per annum, and the participation rate higher 
(due to the release of disguised unemployment labour from agriculture), 
unemployment as recorded both through sample surveys and employment 
exchanges has risen positively with industrialization. The dismal 
piot. nrp not. only related to the employment situation but to wages 
as well. Between 1954 and 1955, there was a rise in real wages but 
the level by 1964 almost touohed that of 1951. Today the real wages 
are at the same level as they were in early sixties, which is only 
slightly higher than 1951. There was in fact a decline in the real 
wages during the inflation of early seventies and during the emergency. 
(From Prabhat Patnaik, Industrial Development in India Since Indepen- 
dence , Mimeo, ICSSR, 1978). 

The industrialization in India has thus emerged in terms of 
marginal changes in employment and wages in secondary activities, 
growing unemployment, technological parasitism and growing dependence 
and indebtedness to the foreign countries. 

The period after 1967 till 1977 has been a period where 
planning has been taken less seriously.; In the three years from 
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1966-69, the plan was suspended due to unmanageability of the on- 
going work, and the 4th plan began in only 1969. The 4th plan was 
considerably marred by the war and refugeerelief and the 5th plan 
by the following inflation and stagnation. The period of early 
seventies had been one where the inflation, initially created by 
the shortages of the war and fall in agricultural production, was 
fanned by the non-expendability of the existing surplus with the 
private sector which was used for speculation and luxury consumption. 
Public investment on which the private sector was so dependent, could 
not rise with a fear of aggravating the inflation further and foreign 
investment fell due to uncertainty and low returns. This stag- 
flation was finally averted by the agricultural sector where the 
production has now been rising continuously. However, the non-inde- 
pendent nature of our industries becomes evident from this also. 

In agriculture, the position has been quite complex. In one 
fashion it can be said that there has been no agricultural planning 
in India, as there was no serious attempt to regulate the plan 
priorities of any time except the vocal records and paper legislations. 

One of the first attempts to bring growth and justice in rural 
areas was the act of land reforms and abolition of Zamindari and 
between 1952 and 1956 a number of legislations quite radical in 
nature, were passed. However, to keep the political support of the 
landed interests and at the same time to keep the promises to 
(and support of) the peasants and the landless labourers, a 'middle 
of the road' policy was adopted, which though partially regulated 
some of the classes against very large holdings and absentee land- 
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lords, fully helped and promoted the interests of the emerging 
modern and capitalist landowners. The laws against tenancy ousted 
the poorer tenants from the land which they tilled (under the sel 
cultivation clauses) and were given arid land which was either unf: 
for cultivation or was of poor quality. Moreover, these land port, 
were uneconomically small and quite often the tenants sold them to 
i-anU.Q nf .qhare-croooers or landless 


other kinds of programmes for agriculture were relate 
;ical/re source inputs. One of the principal programmes, 
• dpvolODment oroeramme, was a step towards. 


For this purpose the whole country was divided into 5>000 
blocks, each covering a population of about 50-70 thousand. Along 
with the agricultural development envisaged in the programmes, 
there was also a provision of including small scale and cottage, 
rural industries. The execution of the plans was to be done through 
Panchayats and Cooperatives, which was also a method to ensure 
decentralization of decision-making and funds distribution. There 
was a large distribution of loans in rural areas and the technological 
inputs. Coupled with the land- distribution and utilization stra- 
tegies, this led to a growth-rate of about 3 per cent per annum 
in the agricultural output over 1951-76. However, the whole 
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scenario can be summarized in a single sentence of Ladjensky "that 
the national and state legislatures in Asia do not represent the 
interests of the peasantry". Given the asset and power distribution, 
cooperatives, panchayats, decentralization means etc, all ended up 
largely being controlled by the rich and the landed, and not the 
poor peasantry. 

Similarly the growth of small industries and rural industries 
(particularly Khadi) which have survived, have been due to subsidies 
from the State and the extremely low wages of the Khadi workers. 

This is so because of the unequal competition from the organized 
industries where the economies operating are of a higher order. 

By the early sixties, a scheme called Integrated Area Deve- 
lopment Plan (lADP) was launched. This was a programme of intensive 
use of chemical/ biological inputs and irrigation, with high yielding 
variety (HYV) seeds. It was hailed that "cheap food is the best 
form of Socialism", a slogan of Socialism without changing the 
socio-economic relations of production. The aim of the programme 
was to maximize output to meet the challenge of the food crisis, 
and all other programmes (the Community Development in particular) 
were shelved. Ironically this output maximizing programme began in 
the wake of the two major famines, a war and industrial stagnation, 
but survived to spread through tracts of land in North India. 
Nationalization of banks in 1969 helped organized market credit reach 
the rural areas also which further boosted the agrarian economy. But, 
given the limitations of irrigation and other packets to only the 
larger landowners, land productivity and .therefore the surpluses 
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from certain lands increased, leading to (a) consolidation of 

Both these led to alienation of the 

ranks of the landless 


land (b) rise in land prices 
small cultivator from land and swelling of tb 


expected that employment would rise due to the intensixy oi xauu 
But this did not happen very effectively, firstly because of the 
high rate release of the underemployed and secondly, due to the 
reabsorption rate being slow on account of the introduction of 
agricultural mechanization and labour replacing processes (subsi- 
dized by the State). The wages too, even if the legislations provide 

— -irvi "i-iryTT-l-c HiTi rmi'hp lOW "t O iDOiSlfl « "fch.0 ni3.r'iC0't' 


Another word may also be put in for the resource-intensity 
of the farming patterns. The chemical fertilizers are imported 
cost and/or manufactured with technical collaboration, both lea 
laree oavments abroad. This is true for mechanical inputs like 
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such schemes in isolation are invariably ineffective when they are | 
operated in the same social order without the organization of the B 

poor. I 

Conclusion I 

From the above, a few trends seem clear. I 

1. The colonial heritage, the combined influence of trade and aid, | 

and the presence of multinational corporations have resulted in § 

heavy drainage of surplus outside the country in the form of royal- | 
ties, profits, debt repayment etc. This dependence (predominantly I 

technological) has promoted a level of capital-intensity whose | 

economic implications are grave t Monopoly positions are consoli- | 
dated; there is a distortion in the factor market leading to very 
little employment generation; a nexus of high skill positions and 
salary is created; all this leading to generation of excess demand I 
for luxury goods which the firms increasingly produce. An increas- 
ingly larger quantum of resources get locked up into this self- 
feeding, self-perpetuating cycle, depriving the rest of the economy 

of investible resources. 

2. The monopoly position is not only of the industrial capital 
but is also of the commercial capital, which has a strong hold over 
the trade, services and agriculture. The impact is felt in form of 
the creation of a dual urban society, with a ’’luxury consumption” 
section at one end, and the pavement dwellers, slums and the under- 
world on the other. 

3. The rural situation too is characterized by dominant power 
groups (of landowners, money-lenders' and traders) on one hand and 
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very large landless labourers and poor peasant gentry on the other. | 

Exploitation of the latter by the former has shaped a variety of ways | 
like the bonded labourer system, unequal contracts etc. The presence I 
of both the urban commercial capital and the large scale industry ^ 

products is instrumental in the destruction of any attempts of pro- I 

ductive activity in the no n-agri cultural rural sector. With the I 

continuous narrowing of the occupational base and the, closed labour | 

market in the organized sector, the landless labourers and the slum | 
population (urban migration and concentration) rise continuously, | 

overcrowding the agricultural land and the towns. | 

4. Consequent of the above three is the infrastructure. From schools I 
to roads, health to entertainment, all have been designed for the 
"have s ” . 

The Indian economy is caught up in a maelstrom of luxury and 
lumpenization, affluence and poverty, all in a cycle of recurrent 
crises. The country has inherited a distorted economy and instead of 
attempting structural changes, the new rulers continued on the same 
structure as in 1947 only with greater intensity. This has further 
distorted our economic base and the socio-cultural values. Not only 
has economic growth perpetuated dependence and drain, the dualistic 
economic and social formations continue. In this fashion, India has 
grown but not developed. This is because the politics of the acto. s 
of growth conflicts with the development objectives; the latter 
demanding herculean distributive effort as against the former's 
tendency towards accumulation. 
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A heated debate has taken place amongst the economists 
regarding the appropriate strategies to he followed hj the 
developing countries. As a consequence, a vast literature 
has sprung up on pro Diems of planning and gtowth. 

It is not the purpose of this paper to review the 
various approaches to development as this has been veiy 
admirably done by the Background paper prepared by Dr. B.K.Joshi. 
Instead an attempt would be made to critically examine the 
strategies of development that have been followed in India 
since independence, the important changes that these strategies ■ 
have undergone over a period of 30 years, and the alternative 
strategies that seem relevant for the eighties. 

In this context a few points need emphasis. The main 
decision about the choice’ of strategias is alvxay s made ty the 
policy makers in the Government in power. The policy choices 
arc basically influenced by the interplay of economic and 
political forces. The compo sit ion of co alii* ion of ruling classes 
in a multi- structural society and the actual stage of development 
of productive forces in various sectors of the economy are the 
mein rintiT'-rm i-nnnto nf 11011010 3 followed bv the Government, 


ss of development bring 
e CO nom i c and po 1 it ical 


itico economic 



formations leading therel:y to stresses and strains in the rulin; 


coalition and also attempts at obvious shifting of class alliances 


and of policies and programmes. 

It is in this context that the rolb of a political 
leadership becomes crucial. Ibe wisdom of political leadership 
lies in identifying the most progressive, c^naraic and leading 
mode of production in the complex interplay of multi structural 
formations and selecting appropriate strategies for the 
development of this mode ty reaching a concensus between 
various interests. A long term development st rate gy therefore, 
implies that the continuous changes in mode and relations of 
production are simultaneously translated into appropriate 
alterations in short term policies and programmes. 

The purpose of this paper is, therefore, to veiy broadly 
examine the nature of strategies tha^ were followed in India 
over a period of last 30 years, the main thrust of these 
strategies, the changes that have taken place in the configuration 
of both economic and political forces since that time and the 
turns and twists of development strategies under the impact of 
these changes. An attempt will also be made to suggest some new 
lines of thought on alternative strategies keeping in mind the 
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Tna initial thoughts about development strategies in India 
constitute a part and parcel of the . freedom struggle in the 
country. The main political party, the Congress which came 




into power after Independence was wedded to building a strong 
and independent India. The lot of the poor teeming millions, 
the landless labourers and other sections of backward population 
was to be impro-ved through a process of economic development and 
institutional changes. Special attention was to be paid to 
changing the antiquated and oppressive s?/stem of land relations. 
Therefore, there was hardly any controversy with regard to the 


introduction of land refonns after independence 


of industrlwlisation. Herein three distinct ideologies were 
prevalent. .0.1 there were reflected in the three plans that 
appeared on the scene during the late forties. The three distinct 
viewpoints were the Gandhian perspective, the pure capitalist 
perspective and the socialist perspective. Basically the 
Gandhian perspective was anti- industrialisation. Thoy believed 
in creation of a society based on self-sufficient village 


most of the needs of the population could be 


communities wrh 


citizens were expected to limit their wants to the minimum and 
hence the model was workable. The Capitalist ideology (presented 
in the Bomb.ay Plan) envisaged a veiy rapid development of 
industries ana an emphasis on diverting population from the 
village to the cities and making India an advanced industrial 
country. The socialist perspective emphasised the need for 
nationalisation of key sectors of economy and undertaking 
development with a view to benefit the wrking peasantry and the 



wo rkiDg class. The ©fficial 'vlow of Congress was never clearly 
stated, but the various reports of the National Planning 
Committee, gave an idea about the dominant thinking. 

The process of economic divelopment in India was 
initiated with the launching of the First Five Year Plan. This 
plan aimed to initiate institutional changes in the agrarian 
sectors, to strengthen the economy at the base through provision 
of infrastructure and also meet certain urgent problems that 
had arisen out of war and partition. The main thrust was on 
land refoims and provision of irrigation in agriculture and on 
strengthening and modernising the existing industries in the 
manufacturing sector within the framework of 19^8 Industrial 


higher incomes. 

The First Plan lacked any clear out perspective on the 
pattern of industrialisation. In fact, it was nothing but a 
collection of schemes on irrigation, hydro-electric power and 
other multi purpose projects and some schemes for industrialisation 
The real thrust of planning only started in 19 5^, with the 
launching of the second Five Year Plan, by which time the 
strategy of India's development had been clearly articulated ty 
Pandit Nehru, The evolution of the agricultural and industrial 
strategies during 1951“1961 is discussed in greater detail 
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A( i) Agriculturril .strategy during the Flftlss; 

The agricultural strategy during this period consisted of 
changing th® rural institutional structure through land reforms 
on the one hand, and the creation of big infra- structure in 
irrigation and power on the other. 

As mentioned earlier, the Congress party was wedded to 
bringing about radical land reforms after independence. One of 
the main reason was that whereas the working peasantry and the 
landless labourers constituted a very important part of the 
peasant movement and also of the national movement during the 
freedom struggle, the absentee landlords in general vj-ere opposed 
to independence movement and were' the main supporters of the 
British empire. VJith the coming into povrer of Congress 
Government, no tears were shod for the aholition of these 
unpopular absentee landlords. Consequently, almost every 
state passed fairly radical legislation abolishing intermediary 
rights and giving land to the occupancy tenants against 
’reasonable' compensation payable over a period of time. There 
were' areas where sani-feudal interests wert- strongly entrenched 
even in the political hierarchy. To that extent they were able 
to sabotage evun the legislation about abolition of intermediatry 
rights..:;. . 

However a more determined opposition cm<s to legislation 
on ceilings on land holdings. Ceilings effect not only the big 
absentee landlords but also other sections of rich peasantry who 
v/ere not completely alienated . from the national movement, and 

were ;::no:t:e.as;: 



their roots in the village, were influential with the 
actoinistrat ion and the judiciaiy. Consequently ceilings on 
land holdings were not effectively implemented inmost parts of 
India. The same is true about legislation on tenancy reforms. 

The policy of limited land reforms leading to the 
abolition of intemediatry ri^ts resulted in important changes 
* in the agrarian structure. 

However, the land was not given to the actual cultivators 
in all cases. In many areas, specially where the peasant 
movement was weak, large scale ejectment of tenants took place 
and big cultivators were able to get away with large holdings. 

This was particularly true of permanently settled areas like 
Bihar, West Bengal and Orissa and also the erstwhile princely states 
of Rajasthan and Ma;'lhya Pradesh. Furthermore, althouga self 
cultivation has become the rtom inant mode, land reform legislation 
failed to reduce the veiy wide inequality in land holdings. 

The second element of the agricultural strategy during 
this period was the creation of a big irrigation and power and 
other infrastructure. Although the benefits of development were 
sought to be spread all over the country through the Community 
Development Programmes, they mainly got concentrated in 
irrigated areas. 

As a resid-t of twin policies of implementation of- land 

and 

reforrasi^creation of irrigation infrastructure, agricultural 
output grew at ah iJinp recede n ted rate of 3.5 per cent per annum 
during the fiftees. I/sIhereas net area rose at a rate' of 
1.1 per cent, cropped area increased at a rate of 2.1 per cent. 
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yield Increase was only 1,6 per cent per annum. Thus it was the 
extension of areo, which contributed a major share to increase in 
output during this period* 

A(ii) The Evolution of Industrial Strategy ; 

The main stress of the Fiftla.Fl-we Year. Plan was on 
development of agriculture and infrastructure. It really lacked 
any perspective regarding the pattern of industrial development 
including the role of public sector. The public sector outlay 
on industries was veiy meagre and the main objectives of 
industrial plan wQre fuller utilisation of existing capacity in 
producer and cons’umer goods industries, expansion of capacity in 
capital and producer goods industries and completion of ongoing 
projects. 

The second Five year plan launched in 19 marks a turning 
point in the evolution of development strategy in India. Tb.e 
main architect of this policy was Pandit Nehru. 

aW»ed aim of planning was to bring about more rapid 
growth, self-reliance, greater equality in incomes and wealth and 
economic power with a view to buila a socialistic pattern of 
society. Although development was to take place in the context 
of mixed economy, the public sector was to pl-.ay a crucial role 
in the development process. The strategy envisaged in the 
second Five Yoar Plan consisted of an attempt to develop import 
substituting industries specially fu the engineering, iron and 
steel and heavy industry area with a. view to achieving self 
reliance. It was felt that the necessity of importing every 
type of machinery from abroad not only makes the country 
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vulneratile to foreign pressures, it also hinders the process of | 
industrialisation at home, Mahalnohig also argued that the 
heavy industiy strategy wuld lead to higher rates of growth 
over a longer period. It is not intended to critically examine 
the Mahalnobis model in this paper. Nevertheless a few points 
are worth noting. Firstly the success of the strategy was 
dependent on the ability of the economy to invest at a veiy high 
rate in the indicated areas. Secondly and this is more important, 
the additional consumer demand generated because of higher 
incomes was to bo met from increased agricultural production 
and through production of non food consumer goods in the labour 
intensive cottage and small scale sectors. Thirdly, the public 
sector was to play a crucial role not only in providing the 
bastclnfrastructure, but also in preventing concentration of power 
in private hands by controlling the dominating heights of the 
economy. 

The second Five Year Plan proved a great success. Not 

only were the income and output targets nearly achieved, a great 

made 

headway was alsoY^in the development of heavy industry complex in 
the country. 

The success of the second Five Year Plan and its 
underlying strategy was mainly due to the fact that India was 
able to undertake a high, rate of investment in the economy in 
general and in heavy industry in particular because of the 
massive aid and collo bo ration received from the Soviet Union. 

Squally important was the fact that this high rate of 
investment was fortunately matched ty a high rate of agricultural 
o n't « ' i , ' 



Unfortunately, however, the 'golden age' of inc.ian 
planning started running Into serious lifficulties during the 

early sixties. 

There was several reasons for this, the most important 
being the slowing down of agricultural growth rate. This was 
mainly because the potentiality of agricultural growth through 
extensive methods had almost reached its limits. On the other 
hand, the demand (need) for foodgrains had increased very rapidly, 
because of unprecedented increase in population growth rate. 

The agricultural situation assumed alarming proportion ty the 

i j n f-.h 1 r.l'nn ‘rt'i of h.U^6 nU3.ntxti0S Of 


f 00 cl graxn s un ce r F . a-* . h-ou • 

, Another important constraint was the foreign exchange 
resources. High rate of investment in the economy had led to 
higher imports without a matching increase in exports. Although 
foodgrains c^sne under aid prograjmne, most of the other imports 
had to paid for in cash. The trade deficit continued to be quite 
high ranging between Rs. 800 to Rs. 1000 crores #er year. 

The thir:"^ major constraint was the low levels of savings 
that were generated in the economy. Throughout the sixt fes, the 
net saving rate in the economy only ranged between 8.4 to 11.8 
per cent as compared with an investment rate ranging between 
10.8 to 13.8 per cent. Onan average nearly 25 por cent of capital 
fo relation was financed ty foreign aid. Connected with low 
aggregate savings was the problem of inadequacy of public sector 
qt a rGceived, the public sector had to 


savings. 
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resort to cleftcit financing to bridge the gap between its 
investment and available sources. The excess demand 
generated through a high rate of public investment coupled with 
short supply of foodgrains resulted in a fairly high degree of 
inflation in the economy. Thus prices were rising at a rate of 
about 8,6 per cent per annum during 1965--66 to 1970-7.1 . The 
situation was further aggravated due to substantial increases in 
defence expen!§itures because of border wars with China and 
Pakistan. 

It was under these conditions that Indian government 
succumbed to the IMF and World Bank pressure and .devalued its 
currency. The devaluation in an inflationaiy background added 
further fuel to inflation. The economic situation had 
deteriorated to such an extent by the late sixtees, that a plan 
holiday had to be declared for three years. 

In the meantime attempts were being made to develop an 
alternative strategy for agricultural development. Having reached 
the limits of grov/th through extensive methods, stress started 
being placed on efforts to increase yields on existing irrigated 
areas through the development of the Intensive Area Development 
Programmes. The programme was very selective and concentrated on 
highly irrigated districts only. 

The programme met only a limited success as it solely 
depended on irrigation technology to raise yields. It was only 
in the late sixties that a real breakthrough came in wheat with 
the introduction of Borlaug seed- fertilizer technology. 
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It was mainly ’’ue to the introduction of new technology 
that agricultural output started registering a high gixiwth 
during the later part of sixtees. This resulted in consideralle 
re.:"uctton in India's dependence on food imports ty the beginning 
of seventtesi Taking sixties as a whole the agricultural output 
recorded a growth rate of only 1,8 per cent compared with a growth 
rate of 3.5 per cent per annum during the fifties. Furthermore, 
in this perio 1 the contribution of productivity increase to 
total output growth rose from 43 per cent during the fifties to 
about 75 per cent and that of area increase declined from 
58 per cent to only 25 per cent. 

However, there were veiy marked regional variations in the 
growth rate recorded in various parts of the country. Thus, 

Punjab, Haryana, parts of Rajasthan and Gujarat experienced 
much higher growth rates than the rest of India. Simultaneously, 
parts of Andhra Pradesh, Tamil Nadu and Kerala, which had high 
levels of pro'ductivity to start with, were also able to show 
moderate increase in their productivity levels. On the other 
hand, the eastern parts of India comprising of East U.P., Bihar, 
Orissa (which arc medium productivity regions) only recorded low 
to medium rates of growth. Finally, the lowest rate of gtowth, 
and sometimes a deceleration, was experienced ly the central^- 
- southern parts of India (that is Maharashtra, parts of Madhya 
Pradesh and Rajasthan, and some parts of Karnataka and Andhsa 
Pra'lesh). It is interesting to note that whereas in the 
Eastern India institutional constraints played an important role 
in limiting agricultural growth, . in the central , arid sone of India, 
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it was the lack of irrigation that hampered the regeneration of 


agriculture. 

Slow agricultural growth in many parts of India combined 
with rapid population growth resulted in widespread preva lance 
of poverty and unemployment in large parts of rural India. 

Nor was the industrial scene more optimistic. Whereas the 
third plan and later annual plans tried to follow more! or less the 
basic framework laid in the second plan and public investment 
remained the pn^mier motive force of industrialisation, however 
the quantum of investment was low and suffered because of 
increasing expenditure on defence and plan holiday for three 
years. Nor Ud the private investment increase at a fast a?ate. 
Consequently compared with a growth rate of 6.0 per cent during 
the fifties, income from manufacturing rose at a rate of only 
5.1^- per cent curing the sixties. Whereas the share of 


manufacturing in total GiP rose from 11 per ct-nt in 19 50- 51 to 
■\)+.h2 per cent in 1970-71, its employment share remained constant 
at 10 per cent. 

Furthermore, the base of inlustrial structure remained 
very narrow specially in the private sector. A oltspioportionatsly 
high rate of growth was recorded by luxur:^’- consumption goods 
industries catering to the demand for urban and rural rich classes. 
Due to lower incomes of a large section of population, the total 
demand toase remained very limited. Even within t^e narrow 
structure, there was a considerable growth of monopolies and 
concentration both in terms of pomportlon of output as well as 
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houses that controlled a major proportion of industrial assets 
were also entering into collaboration with multi nationals to 
extend further their base in the economy. 

The poor shape of the economy due to low growth rate, 
lack of diversification, concentration of economic power in the 
hand of. urban industrialists and rural rich faimers, widespread 
prev8.1ence of poverty among rural and urban masses led to 
mounting discontent with the chosen path of development. It 
was, therefore, as a consequence of poor perfonnance of the 
economy that the basic strategy of Indian development came under 
fierce attack. 

The first major attack came from the World Bank lobby in 
the early seventies. when it was argued that the major problem 
facing under do VO loped countries was eradication of poverty and 
that growth by itself could not be depended upon to achieve this 
objective. People could not eat tractors said Mabbub-Ul-Haq several 
studies had used KS3 consumption data to reveal that a large 
percentage of poeple in both urban and rural India lived 
below the poverty line. Most scholars (with perhaps one excepti^nl) 
suggested that the proportion of poor in India bad been increasing, 
'along with planned development. A few like Francine Frankftl, 
P.Bardhqn, Keith Griffin argued that actually very rapid 
agricultural growth in areas like Punjab had simultaneously resulted 

1. Dr. B. S.Minhas was the one who 'had demonstrated that the 

proportion of rural poor in India had actually declined 
over the years. 
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in accentuation of rural poverty. The slogan, therefore, was 
less stress on growth and more on Minimum Needs Programme. 

The Fifth Plan actually bought this idea partially 
although it stressed that poverty could not be eradicated 
^^rithout rapid growth. 

However, the plan soon ran into difficulties due to 
unprecedented inflation during 1973-76. The mass discontent 
resulted in imposition of Emergency, Whereas on the economic 
front emergency measures succeeded in reducing the rate of 
inflation, on the political front it generated a great deal of 
discontent and revulsion because of the adoption of draconian 
measures. As a result the Congress was dislodged from power in 
the po st- emergency elections held in 1977 and Janata party came 
into power. 

A very serious attack on the pa^ of Indian development 

the 

cajme with the assumption of power Janata party in 1977* 
Although there was no unanimity on economic programmes among 
different constituents of Janata, one section (Charan Singh) 
openly questioned the veiy rationale of Indian planning. 

It was argued that the main responsibility for the 
illness of the economy and preva ience of large scale poverty and 
unemployment Igy on Nehru' strategy of heavy industiy 
development and neglect of labour intensive cottage and small 
industries as also agriculture. This had created islands of , . 
prosperity and occean of unanployment and poverty. The new 
strategy aimed at employment maxi»isatlon’ as a major obj ective. 
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This vould have to be achieved through the widespread use of 
labour intensive technologies and as far as possible avoidance 
of capital intensive techniques in the production process. 

Another argunent advanced in favour of small scale industry was 

I 

that whereas capital goods industries produced' mainly those 
goods and commodities that are consumed by the rich, it was 
labour intensive industries that mainly produced goods for the 
poor. 

The 'abortive' sixth Plan toned down the stress on 
industrialisation but allocated larger eicpenditure s on irrigation, 
Minimum Needs programmes and on social welfare schemes like 
Food Far Work, POP Antodhya etc. Inspite of a big attack on 
Nehru strategy of development, the Janata failed to completely 
revers® it. There v/erc several reasons for it. Firstly, 

Janata like Oengress was a combination of several class 
forces and sectioaal interests. Tbe Capitalist lobty was 
naturally keen on Capitalist development to continue. They 
only wanted more freedom of operation an-l less controls. It is 
interesting to note that the New Industrial Policy did tend to 
'liberalise' the economy by extending 3s the area of private 
sector and by allowing more liberal imports. Basically, 
therefore, they were opposed to complete ' ruralisation' of thn 
economy. Secondly, over the years the continuing programmes 
in heavy industrial area under the public sector have become so 
important that they take awsy a major chunk of public investment. 
It is extremely difficult to stop investing in a continuing 
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changing the direction of investment ane fairly limited over 
a short period. Nevertheless, a concerted effect was made to 
divert resources into schemes that at host gonerated low 
productivity employment. 

But the ’populiaa’ into this combination did lead 

to several distortions. Thus total subsidies in general and to 
agriculture in particular were raised to an unprecodontly high 
leve;!. The total subsidies for food, fertilizers and exports 
etc. rose from Rs. 9^7 crores in 1976-77 io Rs* I 83 I in 1979~80. 

This further pulled down the rate of public savinggin the 
economy. 

R: cause of lack of any clear cut perspective, the Janata 
Government failed to make full use of some very favourable 
structural changes that had taken place in the Indian economy 
during the late seventies as a consequence of cumulative planned 
development. Those changes need underlining: 

(i) Firstly, thanks to large extension of irrigation and 
widespread adiipticn of new seed-fertilizer technology in irrigatad 
parts of India,, the country had at long last become self- 
sufficient in foodgrains. Food i^poillbs during the early seventies 
had also enabled it to accumulate a buffer stock of nearly 

20 mn tonnes of foodgrains, 

(ii) Secondly, the net saving rate in the economy had risen 
from mere 12 per cent of n n p during the sixties to, about 

19 per cent by 1979-80. (However, as the table below shows the 
share of public savings had actually come down substantially;. 
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(tv) Fourthly, the price level was quite stable for three 
successive years starting from 1976-77 to tae enl of 1978 - 79 * 

Do spit.; :\11 these favourable factors, the rate of growth 


because rising saving rate was a^unter balanc 


output ratio which had increased from 3*1 during the fifties to 
6,1 during the seventies. Vihereas, the genuine reasons for 
capital output ratio to rise in agriculture and energy sectors, 
in m.onv r)th cra^-.s. This rot) resented only un lor utilisation of 


rivatc and 


public sec 


Further;' 


at ;-a high r-.t:j was c'^si ^erably re luce. l because of increasing 
burlcn of subsidies for food, fertilizers and exports. On the 
other hand, 'bho capacity of public sector to mobilise ad.litional 
resources was h.amperG.i due to ‘populist' soft line as also because 
.)f huge loss t;-. state exchequers due to, the enthusiastic 
impleraentati'.''n -/f p.jlicy on prahibiti^.^n. Thus an imp.ortant 
■opportunity to accelerate investment in th3 public sector was 
c.ompletely misso-^. by the J.anata rulers. 

It is t'jo early to evaluate , the performance ■.■>f Or.ngress (I) 

over . a ' 

givernraent since it took i^nly in January 1980 . But thw; eo..'noiny 
n.'.t in .. ' —.,0 «hflnp '-bv the,, end of 1979. .-Agricultural output 







had declined significantly because of severe drought in many 
parts of India. Major bottlenecks bad developed in the 
important infra- structural industries lilt© #oal, power, railways 
and cement. Prices had started increasing by the end of 
'] 979_80 when the average of prices wholesale index had increased 
by 16.7 per cent compared with 1978-79- 

Prices increased at even a faster rate during 1979'"80. 
Supply bottlenecks have also continued although capacity 
utilisation has tended to improve slightly. But the 
agricultural situation has Improved veiy significantly. On the 
other hand, the foreign exchange cushion has been • considerably 
reduced both because of reduced exports and mainly because of 
increased imports of crude, oil seeds and other goous* 

On the policy front, some changes are visible. On the 
positive side the new plan unlike the Jan.ita plan has placed 
growth as the central obj ective. Although reduction in poverty 
and unemployment is tnclu?Ied in the objectives, there is no 
promise to "achieve w^ithin a period of 10 years the removal of 

unamployment " However, the hroad allocation of sectoral 

investment is more or less similar except that higher allocation 

is made for the energy sector. 

On the negative side, the populist policy of appeasing 
the farmers' lobby by giving them unprecedented hike in prices 
is continued to he pursued, Furtheraiore, a more open door 
policy is being adopted towards multinationals wh'ise collaboration 

::t:;:a|d^odbitirbiio|sii||i||^^ 
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In short, so far there is no evidence of a radical 
departure from the earlier policies. 

Part ?: Critical aonraisal of Indian strategy of Development; 

Significant changes have come about in the structure of 
Indian economy and polity since independence. Firstly, capitalism 
has developed at a very rapid rate in the industrial sphere, 
and India has emerged as the 10th major world industrial power. 
What is more important is that India has become solf-reliant in 
many crucial areas including iron and steel, metallursr and the 
heavy toidustiy sectors and its oomplete dependcnde on the 
foreign monopoly sector has been ended"!, A qualitative 
difference has also been made ty the emergence of a big public 
sector which now controls the -lominating heights of the economy. 
Simultaneously, the private sector in general and the big 
houses aimong it in parifcdUEUlar laafealso grown, rapidly. It finds 
it advantageous to obtain subsidised inputs from the public 
sector. Simultanor'Usly , it is increasingly entering into 
CO llabo ration with the multinationals- 

Capitalism has also deeply penetrated into the 
agricultural sector with the spread of the green revolution in 
many parts -jf India. However, in this case the pre-capitalist 

1. It is indeed ironic that some so called radicals 
continue to treat India as a case of ..lepcndent 
de vc::lcpmont. It only shows extrerae subservience to 
currently popular dogpias with a aamplete disregard to 
hard facts. 



formations, specially the small and marginal farmers have not 
only not disappeared, hut have become more strongly entrenched 
because of big increases in land productivity. Simultaneously 
a rich class of middle and big peasantry has become both 


economically and politically much stronger. Another notable 
feature, is that landless labourers have emerged as a distinct 
class and wages rather than land have become the major class 
contradiction in the countryside. Intere stingly enough in spite 
of very large disparities of income -among the land owning classes 
so far there are no signs of differentiation between small and 
rich farmers. 


In the non-green revolution regions, the class differentia- 
tion beWeen landless labour and cultivator is much less marked. 
As noted earlier, in these areas, the extent of poverty has 
increased due to the process of involution. 

The Nehru strategy of development chalked out a concensus 
among capitalist and agrarian interests with capitalists as the 
domtn.?.ttng partners. The increased power, of peasantry has 
gradually sought to challenge this heganony. All political 
parties including the left parties vie with each other to obtain 
-a strong hcDld on peasantry. The ruling party is .also increasingly 
sucunbing to the rich farmers’ lobty ty announcing even higher 
prices th.-n thoseflxed ty the A.P.G. Most scandalous has been 
the price fixation of sugarcane. Thus measures including the 
gimmick of the Kisan rally only demonstrate the .anxiety of the 

rulingd:p:a;ri^;d:tpd;®ib|.::/|&d?-|df;f|||Sp|'|ij®^ 



unprincipled appeasement of peasantry through huge suhsidi 
inputs and; high prices for their output has necessarily re 
the capacity of the public s'rotor to mobilise rcisourccs. ( 


conorny, the share of public s 


economy 


pvemment able to offend th 


bourgeoning 


k continued 


ifficult to brin 


i n th e g ro wth rate 


The main objective of new developmont stratesr should be to 
diversify’- the economy with a view to start shifting labour force 
from agricultural to non- agricultural occupations. 


so up till now bocaus 


nd unemployment have been sought to b 


riculturt 





Icultural daTelopnant shoul:' be neglectec 


ion, in the country 


evelopr 


factors in the economy particularly 


capacity of the economy to 
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of industrial inv 


tter management of 


bourgeoning housohol.-l savings for public investn 


earlier, the incroase';1 political power of rich urban 


,nd rural 


sections Jf population has ma'e it very :.l 
public savings. The way out of the dilom' 


r to thwart this 


techniques a.rG employ 



Agricultural clevt^loptnent is a pro- requisite for 


rural se« 


inlust rialisation. But th* 


activity is rais 


ricultur 


through gralual with jrawl of labour force fr 


ri»ultural 


ust start within 


i ver s i f i Cat io n 


sector itself through vertically integrated programoGs for 


laiiying and other allied occupations 


:le f init 


mere 


through pro 'Uctive ornployment. All programmes like Food for 
work, Anto day Into grate.-] Rural Development Programmes which are 
more in the nature of welfare schemes should he gradually phas«d ? 
out an] replaced hy production basO'd employnont. In this context, 


planning at :-hc household level is a pur. 


'1 sme 


fren much n ce oo ] pro'^uction planning. 

In an economy like India where the spectrum of production 
techniaUGs is so wi'le, it is net possible to no demise the entire 


u c t io n s t r u c t u r 


n-l raise labour 


productivity through the application of mo dorn scienco and 
technology. This process has to be backed up by a huge effort 
at Rosearch and Development. Some scholars have argued that 
since the size of the internal market is very narrow, and the 


iubstituting industrialisation has roach 


for increasing 


industrial growth rate. The so arguments are fallacious. Firstly 
it is difficult to imagine a shrinking hone cm and in a period 
when agricultural output has recor.led satisfactoiy progress. 
Secondly, internal dlamand is very much a function of investment. 
ij.n increased rate of investnent is hsund to extend the home 
market also. 

export 

The talk ahout_/based strut egr is aiued to evade the real 
issues. In a gigantic aDuntiy of India' s size exports can only 
play a subsidiary role, Tho real inpetus for industrialisation 
must com G from within the economy, Furtheroaoro, a big push in 
the area of exports can only result in increasing the role of 
multinationals i.vhich can be dangerous. 

The strategy of development has to bo ained at making our 
economy self-reliant and raising tho standards of living of our 
masses. There are no short cuts to achieving those except 
through faster capital accumulation. A lotemined government has 
to avoid yielding to sectional pressures on populist grounds and 
strain all efforts at resources mobilisation for development, 

iilthougii the objective conditions are quite favourable, it 
is, however, doubtful if the policy makers passess the necessaiy 
foresight and will povrer to launch Inlia on the rojad to rapi'3 
industrialisation. 
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THE essentials OF A VIABLE DEVELOPMENT STR/^TEGY ; AN INTERPRE- 
TATION OF' EVIDENCE OF SELF-LIMITING AND SELF-SUSTAINING GROWTH 

Factors in india aito in India’s fastest growing state 

Sheila Bhalla 

This paper has only one basic theme. It is that no viable 
strategy of economic development has yet been devised which did 
not involve (1) a rise in the share of manufacturing in national 
output, (2) a proportionate shift of working population' out of 
agriculture, and (3) a widening of the domestic market for indus- 
trial goods. 

Given our recent experience of the political economy of India's 
own slow per capita income growth, (in a transitional but still, 
numerically, primary sector dominated economy), both internally, 
vis-a-vis foreign countries and external markets, it is 
difficult to visualize any alternative strategy, either socialist 
or capitalist, which does not involve these three essentials. Our 
own growth processes have generated political pressures fr®m the 
primary sector which can be interpreted as ' self -limiting' factors 
born out of the growth process itself. Similarly, the development 
of a vocal manufacturing sector has led to unrealistic demands for 
an 'export led* growth strategy in the Indian context, characterised 
as it is by sluggish growth of the domestic market for manufactured 
products. These self-limiting responses to the Indian growth process, 
today constitute transitional political barriers to the vigorous . 
pursuit of the basic strategy outlined above Such sectional 
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pressures will continue, and they will have to be countered at 
the political level, until the occupational shift out of agriculture 
reduces its weight in the national polity, and rising inoomes gene- 
rally, exert their positive influence more strongly on the domestic 
demand for industrial goods. 

Given this understanding of the basic requirements for Indian 
economic development, and of the present dangers, the prime tasks 
facing Indian development planners can be identified as the two 
following % 

First t In agriculture, given the rapidly rising man-land 
ratio, ^ the most urgent ohallenge is to raise the carrying capacity 
of the land; that is, to raise output per acre sufficiently to 
ensure that, even with expanding absolute numbers, output per 
worker at least does not fall. 

Second s Outside agriculture* to create jobs in sufficient 
numbers to at least begin the process of shifting out some pro- 
portion of the workers now engaged in cultivation and farm labour. 

In designing programmes to implement this two pronged deve- 
lopment strategy, the policy-makers should be bound by one con- 
straint. The purpiose of the whole exercise is to raise producti- 
vity per worker. Job opportunities must be multiplied but this 

IpT,. , , , . , , , male agricultural workers, . 

The man land ratio, defined here as ^et cu ltivat ed area (liTHa.) 

was .51 in 1950-51, .58 in 1960-61, and .66 in 1970-71. _ Looked at 
the other way up, there were 1.96 hectares per male agricultural 
worker in 1951? 1.73 hectares in 1961 and 1.50 hectares in 1971. 

This is despite the extension of net cultivated area from 129,^25,000 
hectares in 1950-51, to 144,838,000/ hectares, in 1960-61, and to 
151,382,000 hectares in 1970-71. ' . 





The Essentials of Development 


To begin with, the implicit argument underlying this section, 
should perhaps be made explicit. It. is that the essentials of 
development in the Indian context today • are the same as the 


cannot be at the cost of reduced incomes per worker. This con- 
dition seems to be essential for the widening of the domestic 
market for manufactured goods. 

This paper has three sections. In the first, the underlying 
analytical framework, constructed by scholars such as Simon 
Kuznets, Nicholas Kaldor, and more recently, by Chenery and 
Syrquin, is set out in highly condensed form. 

Section II presents an overview of the changes in the output 
and occupational structures which took place in India’s fastest 
grov/ing state during the decade ended 1971. The main purpose is 
to illustrate the pitfalls as well as the promise, inherent in 
the most spectacular state level growth rates recorded in India 
during the decade, under conditions where no net shift of workers 
out of agriculture took place. 

The third section highlights certain consequences of the 
structural changes which occurred within agriculture, some of 
them precisely because there was no proportionate shift of workers 
to non-agricultural occupations. 

The concluding section constitutes an overview and an inter- 
pretation of the Indian and the Haryana experience. 
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p 

‘■'strategic factors" in the earlier economic growth of the now 
"advanced" countries. 

One of the most glaring realities of the world of the 1980* s 
is surely that all rich and powerful countries are industrial 
countries. The bulk of their national output comes from the 
secondary and tertiary sectors, and the vast majority of their 
economically active population vrorks in these two sectors. They 
grew rich as productivity per worker in all sectors rose. In 
agriculture it rose partly because output per acre increased, and 
partly because many workers, born on farms, left agriculture to 
work in other sectors where earnings were higher. Self-employment 
in petty service trades and cottage industries in the villages, 
similarly tended to die out, as the workers engaged in them moved 
to more remunerative jobs in organised industry and services. 

Given the crucial pre-condition of a surplus generation within 
agriculture, however, the, prime mover in all of these developments 
was the rise of manufacturing. 

This is not a historical accident, but the product, largely, 
of the development of technologies which produced significant 
economies of scale in manufacturing, and nowhere else. The 
tertiary sector also grew, but to satisfy the demands of other 
sectors^ it had no intrinsic dynamism of its own. These changes 

^This term, and the argument which follows, are taken from 
Nicholas Kaldor, Str a tegic Factors in Economic Development , Cornell 
University Press, 1967. A similar approach is seen in oimon 
Kuznets, Economic Growth and Structure , Oxford and IBH, 1965, and 
his series of ten article's - Published in Economic Development and 
Ciiltural Change 1956 to 1967 . . ■Hdre,; rebently, Hollis Chenery and ■ 
Moises Syrquin, in Patterns' of .■ .Beyeiopmdnt 1950-1970 , (Oxford , 
University Press 1975} , tested .these hasic . hypotheses for 101 ; 
countries. 
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were not all initiated and sustained in and by the private sector. 
Everywhere, it appears,, the state intervened actively at some 
stage or the other, to build railways for example, or to provide 
technical and other education, or to admit more freely the agri- 
cultural surpluses generated in other countries. Most countries 
were also, at some time, heavy net importers of foreign capital. 

These growth impulses were sustained and reinforced, most 
importantly, by the widening of the domestic market, especially 
for manufactured goods, consequent upon rising output per worker, 
and incomes. As people moved above the poverty line, they spent, 
proportionately, more and more of their incomes on manufactured 
goods and on services. Thus it appears that the improvement of 
the incomes of the bottom 40 per cent in the Indian income 
hierarchy is not just a humanitarian imperative, it is also nece- 
ssary before an adolescent industrial sector can grow to maturity. 

Yet in all these countries, at some earlier stage, the 
primary sector dominated, both in terms of its share in national 
output, and in terms of its relative importance in the occupational 
structure. No country so far has been able to sustain initially 
high rates of per capita income growth in the absence of this 
characteristic shift of workers out of agriculture. 

Given the recurring tendency, in some quarters, to play down 
the potential role of industrial growth in poor countries, or 
even to deny the pre-eminent importance of increasing per worker 
productivity, it at least does no harm to reiterate that the 
l.ogic of sustained improvements in output per worker is the same 
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today for India, as it was (and still is), for Europe, or North 
America, or the Soveit Union. While it may be argued for some 
small poor countries that the initial economic conditions, exter- 
nally, have changed since the heyday of western capitalist deve- 
lopment, the argument in favour of '■ coat-tail" development today 
does not apply to big countries like India. There is no dynamic 
capitalist or socialist economy big enough to carry India’s 700 
million population with them as a sort of appendage to their own 
expansion. Indeed, with respect to the entire world market, 

India's own productive capacity is already so great, that the most 
promising outlet for Indian production lies in the latent demand 
of India's potentially huge home market. 

Section II 

Structural Change and Growth of the Haryana Economy i 1961 - 1971 

In India as a whole, the 'perverse' proportionate shift into 
agricultural occupations, combined with the negligible rate of 
growth in primary sector male worker productivity ( 0.16 per cent), 
obviously reduces the prospects for employment expansion in other 
sectors based on the stimulation of effective demand for industrial 
goods and 'modern' services. The danger is that this dismal 
overall performance may cause people to overlook certain possi- 
bilities inherent in the dynamic growth which took place in 
several regions. One possibility is that some regions may 'take 
off and eventually carry the rest of the country with them, 
partly through the process of induced migration. 


1961, the primar;^,^ sector* S'^shdre in total male workers 
' , was 67.98 per cent? in 1971,^ 70.30 per' cent.; ' , ■ ■ ■ ■ , 




For this possibility to be taken seriously it has to be 
demonstrated that 'Some regional economies have the capacity to 
carry through the appropriate output, employment, and demand 
structure shifts -within their o\'m areas, and, at the sametime, 
absorb the spontaneous in-migration of workers from backward 
states with poor prospects for development. 


The purpose of this section and the next one is to examine 
whether the groiA/th processes in at least one dynamic state economy, 
satisfy these requirements. 


During the decade ended 1971, Haryana achieved the highest 
economic growth rates in the country, not only of total State 
Domestic Product, but also in each of the primary, secondary, and 
tertiary sectors separately. This rapid progress shifted Haryana 
from fifth place among Indian States, to top position with respect 
to income per male worker. Detailed figures are given below. 


Haryana Income Levels, Growth Rates and Rank Among 
States 3 1961 and 1971 (At constant 196O-6I prices) 


* Income figures for almost; all; /States ,;ar^ averages of 

1960-61, 1961-62, and 19'62.-65y/'"and';6^7l97^Pt71 and 

r 1972-73. However, in the case:;of i;Han^ana^i,.the 1961 figures are 
. ;for' that yfear only. / v. 




Income Variable 

1961* 

(Rs. 

1971^ 

Crores 

Growth 

Rate 

(Compound) 

Growth Rate 
Rank Among 
States 

1 . State Doemstic 
Product 

i . Total 

245.00 

443.33 

6.10 

1 

ii . Primary 

154.11 

248.32 

4.89 

1 

iii. Secondary 

39.45 

92.43 

8.89 

1 

iv. Tertiary 

51.45 

102.58 

7.14 

1 

2. Per Capita Income 

"■"321 

441 

3.04 

, 2 

Rank Among States 

(6) 

(2) 



3. Income per male 

worker 

1155.85 

1744.31 

4.17 

1 

Rank among States 

(5) 

. (1) 
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tertiary sectors as compared with That oi agricuixure - ^wnica 
accounts for 99 per cent of the value of primary sector output), . 
the proportion of income generated in agriculture and animal 
husbandry fell, and the shares of the secondary and tertiary 
sectors rose. Yet not much happened to the corresponding sectoral 
shares of mala workers. Marginal increases in the relative 
importance of primacy and tertiary sectors in the occupational 
structures were balanced by a small decline in the share of 
workers in the secondary sector. Evidently in Haryana, as in 
India as a whole, the output structure, changes are of the 'right* 
kind, but apparently the corresponding shifts in the employment 
structure have not even begun. 


Sectoral Shares of SDP and Male Workers in Haryana 
1961 and 1971 


Proportion of Male 
Workers Engaged, in 
1961 1971 


Proportion of Income 
Generated, in ; 

1961 1971 


Primary 

Secondary 

Tertiary 


Yet a great deal of structural change did take place within 
each broad sector, and all of it can be interpreted as a necessary 
preclude to the kinds of, man power shifts associated with the 
successful development processes of other -countries. 


Let us begin with the secondary sector, as there the 
impll. cations of the shift seem .quite clear,.' Within the secondary 
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sector, the share of workers in household industry collapsed. 
Tertiary sector v/orkers, unfortunately are not sub-classified by 
the Census, into the equivalents of "household” and "non-household” 
subsets. However, there is sample survey evidence^ to indicate 
that low productivity jobs in the service sector have quietly 
gone out of existence, especially in the Haryana districts where 
farm output has grown the fastest. 

Within agriculture, the composition of workers moved drasti- 
cally in favour of agricultural labourers as real wage rates and 
the number of days work available both' rose. As early as 1969, 
the earnings of agricultural labour households had surpassed 
those of cultivators operating less than 5 acres of land, in the 
better irrigated areas of the state, despite the rise in the farm 
incomes of the latter. 

Both the shift in agriculture and the shifts in the other 
two sectors can be interpreted as part of the healthy process of 
moving workers out of low productivity jobs. But as the next 
table shows, in agriculture the process has begun at the culti- 
vators’ end of the ’agricultural workers’ spectrum, and not 
with respect to hired farm labourers. 

^The present survey, and one other : see Draft Report ; 
"Interrelationship between Agricultural Development and Status 
of Employment", Institute of Applied JJanpower Research, New Delhi, 
1978. ■ I 

^See G.S_. Bhalla, C hanging Agrarian Structure in India , 
Meenakshi Prakashan, 197^. 
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Table 3 s Compound Growth Rates, of Specified Sections_of 
the Male V\/ork Force in Haryana ; 1961 to 1971 



Growth Rate 

Sector/Subsector 

(%) 

I . Primary 

1.91 

1 . Agricultural workers 

1.80 

a) Cultivators 

b) Agricultural labourers 

0.21 

9.95 

2. All others 

8.39 

II. Secondary 

0.47 

1. Manufacturing, processing, etc. 

0.19 

a) Household industry 

b) Other than household industry 

-5.62 

5.30 

2. Construction 

2.18 

III, Tertiary 

■ ;2.43 

1 . Trade and Commerce 

>.32 

2. Transport, storage, and communications 

2.64 

3. Other services 

1.90 

Total Male Workers 

; 1.83 : ^ ^ 

Total Male Population 

2.84 

Total Male Population aged 15 to 60 

2.48 


The sub-sectoral male workers growth rates, given in table 3 
along with the rates of growth for total male population, and for 
population in the age group 15 to 60 years, bring out the two 
most important dimensions of the employment pattern changes which 

took place during the decade. 

# 

First, it is clear that many workers have actually abandoned 
iobs in one sub-category to enter occupations in other sub-cate- 
gories, and some must have moved from one sector to another. 



Secondly, none of the three major sectors provided additional 
jobs at a rate rapid enough to absorb the additions to the male 
population in the prime working age group. 


Thus the share of cultivators in the work force fell as agri- 
cultural output rose, and employment in organised manufacturing 
grew at more than twice the rate of increase in the total male 
population aged 15 to 60, and more than three times the rate of 
growth of all agricultural workers, (cultivators plus agricultural 
labourers) combined. The biggest fly in the ointment was that 
the employment base in organised industry in the initial period 
was so small - only 41 per cent of manufacturing e'mployment, and 
5 per cent of all male workers in 1961. By 1971 this base had 
improved to 68 per cent of manufacturing employment, and 7 per 
cent of all male workers. It may be noticed also, that the number 
of male workers in organised industry in 1971 was greater than 
the number of agricultural labourers in I96l. 


Table 4 brings out the significant adjustments in th 
of cultivators and workers in organised industry. 
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Table 4 t Niombers and Shares of Male Workers in Agriculture and 
Manufacturing by Occupational Category i Haryana 1961 
and 1971 


Occupational 

Category 

Per cent of 
Number Agri./Mfg, 

Workers 

Per cent of 
total male 
workers 


1961 

1971 

1961 

1971 

1961 

1971 

1 . Cultivators 

1,234,587 

1,261 ,054 88.8 

75.9 

58.2 

49.6 

2. Agricultural 
Labourers 

156,388 

401,132 

11.2 

24.1 

7.4 

15.8 

3. Household 
Industry 

146,517 

82,166 

59.0 

32.5 

6.9 

3.2 

4. Organised 
Industry 

. 102,001 

170,992 

41.0 

67.5 

4.8 

6.7 

5Ta 11 Male Xgri 
cultural 
Workers 

1,390,975 

1 ,662, 186 

100 

100 

65.6 

65.4 

6. All Manufa- 
cturing 

248,518 

253,158 

100 

100 

11.7 

10.0 

7. Total Male 
Workers 

2,119,660 

2,541,577 

- 

- 

100 

100 


What are the implications of these two noteworthy alterations 
in the sub-sectoral shares of workers in the total work force? 


It is our contention that these figures reflect a new 
situation in the labour market, in which much of the slack has now 
been taken out of the labour market on the supply side, both with 
respect to the supply of manpower likely to shift into the hired 
agricultural labour force, and with regard to persons previously 
engaged in low productivity jobs in the secondary and tertiary 
sectors. The 1981 Census may even record a drawing down of the 
proportion in paid farm employment, if job opportunities in the 
non-household manufacturing sub-sector and in the organised 
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tertiary sector have continued to expand at anything like the rates 
recorded during 1960’s. 

If this interpretation is correct, then it moans that the 
intra-sectoral shifts of the 1960*s were the prelude to the kind 
of inter-sectoral shifts the Haryana, and the Indian, economy needs. 

Qualitatively, it should be noticed, the two major sub- 
sectoral changes are of the same kind. Both involve a shift out 
of self-employment into wage paid work. Had the tertiary sector 
occupations been appropriately sub-classified by the Census, it 
is reasonably certain that the same phenomenon would have been 
evident there as well. 

Given the sub-sectoral figures, especially the nicely 
counter-balancing ones for household and non-household industry, 
it is tempting to jump to the conclusion that virtually all the 
occupational shifts took place within sectors. Analysis of 
household level data from the field survey, however, indicates 
that this is not the case. Occupational shifts took place in 
every conceivable direction. From the secondary sector many 
people moved from rural household Industry into agricultural 
labour, and some shifted back to cultivation. From the primary 
sector, agricultural labourers as well as erstwhile cultivators, 
moved to tertiary sector jobs, to construction, and, to a lesser 
extent, into manufacturing. At the same time there was also 
a massive intra-sectoral movement from low productivity self- 
cultivation to the paid agricultural labour force in the high 
farm output growth regions. In short, there seems to have been 


14 



a great deal more occupational mobility, including cross-sectoral 
mobility than what is suggested by the net results recorded by 
the Census, Finally, it may be noted that the agricultural 


sub-sector did not experience a straight forward involution 
process, but rather a set of more dynamic occupational adjustments 


to opportunities both within and outside the primary sector 


will be said on these points latter 


Given that Haryana's male population grew faster than the 
number of male workers, the proportion of the male population 
reported as workers fell significantly in Haryana, as it did also 
in India as a whole. However, in a neighbouring state, Punjab, 
the number of male workers and the male population seem to have 
grown at about the same pace. One result of this Haryana-Punjab 
contrast is, that while Haryana workers enjoy the highest income 
per male worker in India, the states' per capita income is 
slightly below that of Punjab. The average male Haryana worker 
has more dependents, Including non-working adult male dependents, 
than his counterpart in Punjab. 


Male Workers as Per Cent of Male 
Punjab, and India % 1961 and 1971 


Worker Rates 


Haryana 

Punjab 

India 


ihe growth rate of per capita income in Punjab was 3.10 per 
compund; in Haryana it was 3.04 per cent. 


More important than this however, is the combined impact of 

sectoral output and sectoral employmert growth rates on male 

w'orker productivity. The growth rate record is presented in 

table 6 below. The outcome in terms of the value of sectoral 

product per male worker is given in table 7. 

Tab le 6 ; Compound Growth Rate of SDP Male Workers, and Male 
Worker Productivity, by Sector ; Haryana and India 
1961 to 1971 


Description 

All Sectors 

S 

Primary 

e c t 0 r 
Secondary 

Tertian: 

1 . Haryana 






SDP 

6.10 

4.89 

8.89 

7,14 

ii« 

Male Worker 

1.83 

1.91 

0.47 

2.43 

iii. 

Male Worker 

Pro- 





ductivity 

4.17 

2.98 

8.42 

4.91 

2. India 





1. 

SDP 

3.46 

1,95 

4.85 

4.80 

ii. 

Male Workers 1.44 

1.80 

0.31 

0.88 

iii® 

Male Vforker 

Pro- 





ductivity 

2,00 

0.15 

4.54 

3.92 

Table 7 

i Value of Sectoral Product 

Per Male 

Worker At Contrast 


1960-61 Prices ; Haryana 

and India 

- 1961 and 1971 



Haryana 

India 


Sector . 













1961 

1971 

1961 

1971 

1 . Primary 

1094.31 

1459.92 , 

792.04 

804,44 

2. Secondary 

1380.52 

3087.48 

1674,68 

2606.00 

3. Tertiary 

1208.83 

1895.05 

1626.35 

2384.25 


What we see in these two tables is, first, that the growth 
rate in employment was fastest in Haryana’s tertiary sector, slower 
in the primary sector but still well above the growth rate of 
employment in all sectors combined, and exceedingly meagre in the 
secondary sector. It may be noted also, that no sector as a whole 
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witnessed employment growth rates as high as the rate of growth 
of male population in age group 15 to 60, which, was 2.48 compound. 

Secondly, with employment everywhere expanding at rates well 
below the output growth rates, productivity per man rose signi- 
ficantly in every sector, but much more so in the secondary and 
tertiary sectors than in the primary sector. Thus inter-sectoral 
productivity disparities widened markedly. 

Before going on to look at field survey evidence of a number 
of significant structural changes, in the pattern of demand for 
farm labour, and in the incidence of grave poverty, for example, 
a word should be said about the impact of rising productivity in 
all sectors, on the structure of demand. 

The field survey did not go into this aspect specifically, 
but the visual evidence of recent expansion and diversification 
in rural villages was unmistakeable. 

Over the decade 1961 to 1971, there was in Haryana a remark- 
able drop in the number of very small villages, matched by a 
corresponding increase in large and very large ones. By 1971 more 
than three quarters of rural Haryanvis lived in villages with 
populations of one thousad or more. The details are given in 
table 8 below. 

Table 8 % Haryana Village Size : 1961 and 1971 


Population Size Class 

Per cent 
number of 

of total 
villages 

Per cent of total 
village population 

■ 1961 

1971 

1961 

1971 

1. Very small (under 500) 

41.3 

30,0 

11.8 

6.8 

2. Small (500 - 999) 

28.1 

28.4 

21.4 

16.8 

3. Large (1000 - 4999) 

29.5 

39.3 

59.4 

63.7 

4. Very Large (5000 or more) 

1.1 

2.3 

7.4 

12.7 
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The increase in the size of the average village was accom- 
panied by the introduction of a much wider variety of 'modern* 
goods and services. The new technology which raised farm and farm 
labour incomes, greatly stimulated the development of villages as 
market centres. There are new petrol and diesel pumps, cold 
storage buildings, and repair shops. Furnit\xre shops, operated 
with the labour and hired workers have tended to replace the 
independent individual artisan. Many previously self-employed . 
craftsman have been absorbed as employees into firms production, 
in more organised fashion; the same goods or close substitutes 
for what had been produced by cottage industry before. In many 
establishments power driven machinery has replaced some of the hand’ 
operated equipment used formerly. The number of retail shops sel- 
ling consumer goods has increased, and the range of articles for 
sale has greatly expanded. In the large villages the variety and 
quality of consumer goods offered is indistinguishable from that 
available in the smaller shopping centres of metropolitan cities. 
Some of the shops have modern plate glass store fronts, (with roll- 
down steel shutters for night security), and the local co-op 
may have recently installed a 'flush-out*. Thus there is ample 
evidence that the decade * s rural development has not only been 
sufficient to absorb an increased absolute niomber of workers in 
agricultural occupations, it has also produced a qualitative 
change in the sectors servicing agriculture. Enhanced per capita 
income have been accompanied by a shift in demand in favour of 


manufactured goods and 'modern* services. 
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To sum up I several facets of the Haryana experience provide 
a basis for some degree of optimism about prospects for future 
development. Pre-eminent among these is the fact that the 
employment grovrth rate in organised industry was so high. Given 
the rising demand for manufactured products, the much diminished 
importance of household industry and the likelihood that workers 
who have remained in this sub-sector are in more productive jobs 
than were those who abandoned it during the 1960' s, the manufactu- 
ring sector as a whole may well record a significant rise in 
employment in 1970' s and 1980' s. Further if the tertiary sector 
employment growth rate of the 1960's was the net product of a 
fall in the number of low productivity households segment tertiary 
jobs, more than offset by the expansion of opportunities in the 
'non-household' segment, then the following decades could witness 
a substantial improvement in secondary and tertiary sector employ- 
ment. There is real hope then, that agriculture may be induced 
to release its lower productivity v/orkers on a significant scale. 
This is particularly likely if the rate of growth of demand for 
hired agricultural labour falls, which appears to have been the 
case during the mid and later 1970' s. 

Section III 

Changes in Rural Age Structure, The Patt e r n of Far^ L abour Deman ^ ^ , 

and the Incidence of Dire Poverty Among L andless Househol_^ , , 

One of the disturbing features revealed by the population 
and employment growth rate figures discussed earlier, was that 
employment generally failed to e^qsand at a rate sufficiently 
high to match the rate of growth of population in the age range 
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The range ’’tenth class failed” to third class" perhaps 

defines the most difficult category. 

9 

Omission rates by sex were estimated by the 1971 Census for 
rural India as a whole, as follows ; 

True Age Males (%) Females (%) 

0 17.0 15.2 

1 22.5 21.3 

2 10.4 7.6 

Estimates were not available for ages, greater than 2. In our 
graphs the dotted lines represent .the number of children under 6 
years, under the extreme assimption, that the omission rates for 
each one year age group from 0 to, 6 .is as high as the Census 
estimate for those aged one yeap. Even the graphs fall. 


15 to 60. It is quite clear from visists to rural villages that 
a large chunk of the educated and semi-educated rural population 
under the age of 25 want non-farm jobs and cannot get them. 

However, demographic data from the field survey, suggests 
that we may have experienced this problem already in its most 
acute form. There is clear evidence that birth rates are falling 
especially in the more prosperious agricultural regions of Haryana. 

It appears that until about 25 years ago, the rate of popu- 
lation growth among Haryana cultivation and landless households 
was pretty stable. About 1958, this growth rate accelerated sharply, 
peaking in the year 1966-67. Then the increase in the birth/ sur- 
vival rate stopped. Indeed, for every class except the landless 
labourers, the birth rate appears to have failed, even under the 

extreme assumption that the existence of more than 21 per cent of 

^ 9 

all children under age 6 was not reported at all. 

Income data by land status category is not available for 
Haryana of the I960's, but time series data on fertilizer use, 
farm investment and house construction all support the view that 
the bulge in the age distribution diagrams was caused by a sus- 
tained pre-Green Revolution improvement in incomes. However 



FRiaUiNCV POLYOON 


Without ommiaslon rote oiflustment for 
ur,der age 6. 

Ommbslon rolt ossum^d* 

2 1 3®/® of all femcilts age 0-® wtrt omr 
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"^However the graph for the landless falls unambiguously in 
egions most favourably affected by enhanced post-Green Revo- 
n demand for hired farm labour. In agriculturally backward 
, it does not fall at all, but merely rises at a slower rate 

"'^This comes out much more clearly - on , the separate, region 
graphs. Because of problems' df-grep&; reproduct ion,, only the 




the graphs flatten in the year the new seed varieties were intro 
duced. The post-Green Revolution period evidently ushered in a 
decline in birth rates, in response to rapidly rising farm and 
farm labour incomes. 


Comparing age graphs for landless households with those for 
landed households by acreage class, two features stand out. First, 
the decline in birth rates is much more evident for cultivating 


than for landless^"' households. Secondly, if the ’bulge’ in the 


age graphs reflects pre-Green Revolution changes in agricultural 


prosperity, then the higher acreage classes were affected much 

12 


earlier than the landless and 0 to 5 acre class. 


In short, the sustained pre-Green Revolution improvement in 
farm and farm labour incomes was associated with a population 
explosion which altered the age composition of its landless and 
small farm household population in favour of younger age groups. 

The youth ’bulge’ hit the labour market in the mid-sixties, luckily 
at just the time when demand for farm labour was rising rapidly. 
From the 1980’ s onwards it will be less difficult for the expansion 
of job opportunities to keep pace with the influx of young workers 
into the labour force. By 1990, in fact, a smaller absolute 


10 , 


\hile the ’bulge’ was the product of some _ combination of an 
extension of health facilities, an improvement, , 

higher birth rates, the end of the ’bulge’ era must be attributed 
mainly to a decline in birth rates. 
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number of young people may be entering the labour market than 


During the decade of the sixties and in the early seventies, 
the rural labour market was able to absorb many more workers, for 
more days per year, largely because the demand for farm labour 
increased at an unprecedented pace. Most of the rural population 
bulge was thus accommodated, at enhanced real earnings levels, in 
agriculture itself. The growth rate figure of 9.95 per cent 
compount, in the number of male agricultural labourers, (in table 3), 
reflects this positive pull of better earnings opportunities in 
paid farm labour, and is not the result of pauperisation of the 
small peasantry. Indeed, the own-farm earnings of small farm 
households rose sufficiently that even with the entry of one male 
member into the full-time paid agricultural labour force, most of 
these households remained, on the main income source criterion, 
cultivating households, and not '’agricultural labour households 


Unfortunately time series data is not available on this 
aspect. However, in Haryana cross section data for five agro- 
economic regions, provides an acceptable approximate alternative 
Moving from north to south, the five regions are ; 


hill and 'cho' area, covering 


much of Ambala district, growing both HYV wheat and some rice, 
commonly on the strength of rainfall rather than irrigation, using 
labour intensive methods of production. Acreage farm size here 
is smaller than anywhere else in the state. In terms of culti- 
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vators' incomes it is the second poorest region in Haryana 


Region II , the richest part of the state, covers Karnal and 
adjacent highly irrigated areas. This is the region to which 
the Green Revolution came first and consolidated itself most 


HYV wheat crop 


ffectively. The tubewell irrigated HYV ric 


cycle dominates everything else 


Region III , the second most prosperious area, runs in a broad 
west to east belt across the middle of Haryana, covering most of 
Hissar and parts of Rohtak district. Although 62 per cent of its 
total cropped area is irrigated, the 'quality' of irrigation is 
not as good as in Region II. Region III depends to a large extent 
upon canal irrigation which is not always available in the quanti- 
ties and at the times wanted by the farmers. The practice of most 
farmers is to plant an irrigated highly remunerative crop such as 
cotton in one season, followed by a non-irrigated, must less 
remunerative crop, such as gram, for the second season of the 
crop year. Lower income per acre is in part compensated for by 
the fact that average farm size here is greater than in Region II. 


area next to -Rajasthan. It is arid, poor, 


and technologically backward. For all practical purposes the 
Green Revolution has simply passed it by. Both cultivators and 
agricultural labour households eke out a miserable existence by 


the standards of every other region in the state 


Region V , is a mediocre farm income area, adjacent to Delhi 
It includes parts of Rohtak and a large chunk of Gurgaon. It 
grows HYV wheat, but no rice or. cotton, and little cane. The 
kharif season is dominated by bajra,. jowar, and maize. 



Table 9 brings out the cross section contrasts in demand for 
farm labour in Haryana as of 1972-73. It is evident that the primi 
Green Revolution region, Region II, uses more than twice as many 
mandays per acre as technologically backward Region IV, More 
important, Region II demand rose to three times the quantity of 
hired labour per acre employed in Region IV and V, and twice as 
many hired mandays per acre as Region III, which is the second 


Table 9 s Annual Standardized Field Crop Labour Days Per Acre 
by Region and Type of Labour 


1. Total 39.4 

2. Family 22.8 

3. Hired 16.6 


Leaving aside Region I, the labour intensity figures 
reflect the percentage of total cropped area under HYV wheat and 
rise. That is, the Green Revolution appears to be directly 
responsible for the enhanced demand for labour, both family and 
hired in. However its impact on demand for hired labour has been 
much greater . This is what lies behind the Population Census 
record of a negligible growth rate in the number of cultivators 
and a dramatic increase in the number of labourers. 


As the table below shows, this has dramatically altered the 
distribution of field crop employment among the two main sets of 


Rogion I, much of the labour intensity is attributable 
HI a- hills and plains topography, the fragmentation of 

holdings, and the uncommonly large distances between separated 
plots. ^ The Region IV figures suggest -that labour Intensity may 
he sticky" in the downward direction when the value pf output 
produced per household is exceptionally low. 
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of households engaged in it. While the share of the landless 


in all labour days supplied is greatest in the two regions using 
the most labour days per acre, (Regions I and II), at the same 
time the share of the landless in hired out labour has been reduced 


by the large scale entry into the paid labour force of landed 
household members in the three regions where the Green Revolution 


Of the hired labour in Regions 11 


has made the most b 


nd V, upwards of 25 per cent is now supplied by landed house 


holds. This was not th 


Table 10 : Household Origin of Field Crop Labour Supplied by Region 


Hired out Labour 
Supplied 


All Labour Supplied 


Supplied Supplied 
by Landed by Land- 
less 


Supplied by Landed 


This enhanced supply of wage labour from landed households 
appears to have altered markedly the distribution of their field 
crop labour time as between unpaid family labour and hiring out. 

In Regions II, III and V, hired out days now constitute the majority 
of all field crop labour days supplied , by households cultivation 
less than 2.5 acres. Only in the two regions least affected by 



the new technology is the bulk of labour time allocated to work 
on the households own holdings. Note also that in the prime Green 
Revolution region, the incidence of labour days hired out extends 


Of All Standardised Field Crop Labour Days ^ Supplied 
by Landed Households, Per Cent Vjhich are Hired Out 
Days, by Acreage Class and Region 


However despite their relatively heavy commitment of labour 
to the hired labour force, the small acreage operators in Haryana, 
still get fewer days field work per household than households in 
higher acreage categories, and far fewer days work per household 


than th' 


Per Household Supply of Total (Unpaid Plus Hired Out) 
Field Crop Labour Days by Land Status and Region 


Land 

Status 


Landless 


15 or mor 


27 



It is obvious from thi 


for the slow rate of growth in the number of mala cultivators 


and the spectacular growth rate in the number of male agricultural 
labourers. The latter are getting far more days of field, crop 
work per household. A secondary reason for the low figures for 
landed households, is that the allocation of unpaid family labour 
as between field crop and non-field crop operations, has changed 
in favour of dairying and animal husbandry activities. Thus the 
small farmers are not quite so badly off in terms of work oppor- 
tunities as their field crop days record might suggest. However 


as their incomes from all sources are below those of the landless 


set in the technologically advanced parts of the state, further 
shifts out of cultivation, as a main occupation, should be antici 


Employment policy-makers also need to take serious note of 
another aspect of this change. You can no longer argue on grounds 
of labour absorptive capacity that some advantage stands to the 
credit of very small farms. Table 13 shows that the labour inten- 
sity advantage of small holdings has vanished wherever the new 
HYV seed technology has made any headway at all. The only region 
which still exhibits the traditional inverse relationship between 
farm size and labour inputs per acre is arid Region IV. In all 
other regions, as much or more labour per acre is used by even the 
very biggest acreage category, than by the 0 to 2.5 acre class, 
and a conspicuous gap now distinguishes the 2.5 to 5 acre group 
from this bottom acreage category, , . 
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"Labour Days put in per Acre by Acreage Lxass 
Region" (Standardised Total Mandays per Acre) 


Finally a word should be said about the impact of activity 
diversification on the incidence of grave poverty among landless 


households 


Despite the fact that the typical landless household in the 
more progressive parts of Haryana earns more than the small farm 
household, their per capita incomes typically fall below the 


Per Cent of Persons Below Specified Poverty Levels 
Landless Agricultural Labour Households 1972-73 


Region 


Per Caoita Income 
1972-73 (fts.) 


e relatively high per capita income levels of 
are associated with worse per person poverty than 


qui valent of the. 1961, Rs.20 per month norm was 


Acreage 

Class 

Region 

I 

Region 

II 

Region 

III 

Region 

IV 

Region 

V 

All 

Regions 

0 - 2.5 

24.2 

38.7 

23.6 

31.7 

21.9 

28.9 

2.5 - 5 

33.4 

48 .4 

■ 40,6 

26.4 

31.3 

37.1 

5-10 

33.2 . 

46.9 

44.5 

16.8 

33.4 

36.3 

10 - 15 

37.1 

52.5 

20,1 

11.7 

26.7 

27.5 

15 or more 

46.6 

45.8 

23.0 

22.8 

24.3 

28.9 
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the lov;er per capita figures of Regions V and III respectively 

.15 

Second, there is something decidely special about Region V. 


For the usual poverty lines of Rs.15 or Rs.20, grave poverty 
in Region V is less common than anywhere else but Region III, and 
the proportion earning less than Rs.10 per capita is lower than 


This is exceedingly important evidence of the beneficial 
results of occupational diversification within landless labour 
households. Specifically dairying and non-agricultural wage 
earnings in Region V combine to reduce the incidence of dire poverty 
in this region, better than the heavy reliance upon agricultural 
labour earnings characteristic of the source , of Income pattern of 
’rich' Region II. Reference to tables 15 and 16 below, suggests 
that the same phenomenon operates effectively in Region III but 
to a lesser degree than in Region V. 


Mean Income of Landless Agricultural Labour Households 
by Source (Rupees) 


Income Source 


Permanent agricultural labour 988 1134 626 115 49 

Casual agricultural labour 580 797 794 693 586 

Permanent labour in dairy 

sideline 50 142 - 67 

Total farm labour earnings 

(sum of 1 t o 3) 1569 _1981 1563 809 701 

Non-agricuitural wages 209 177 352 308 . 6l8 

Self-employment, household 

industry (gross) 99 26 20 57 22 

Dairying, sale of animal labour 
and other agricultural sidelines 

(gross) 350 489 656 460 991 

Total Net Income* 2145 2590 2274 16 O 8 2014 

Depreciation, mainly on animal stock, and paid out costs have 
been deducted from gross income ' 


Sen's 'P' measure applied to individual j 
income gives the following results s' Region I, 
Region III, .306 5 Region IV, .472; and Region V 


30 



diversification is so effective in putting a 'floor’ under landless 
household incomes in Haryana, that even in relatively low average 
income areas, there is less grave poverty among the landless than 
in regions with much higher average farm labour and total income, 
but less occupational diversification. 


Section IV 


In India as a whole, the 'perverse' proportionate shift into 

1 6 

agricultural occupations, combined with the negligible rate of 
growth in primary sector male worker productivity (0.16 per cent), 
certainly constitutes ground for believing that self-limiting 
factors ar 


at work. The existence of states which suffered 


negative rates of growth in agricultural worker productivity, 


'^In 1961, th 
was 67.98 per cent 

, ^7 - , 

Negative rates of growth in 'Drimary sector male worker oro 
ductivity v/ere recorded in Andhra Pradesh ,(-.41) , Bihar (-2.50), 
xverala (-.72), Maharashtra (-2.82),. Tamil Nadu (-.80), and West 
Bengal (-.26). Uttar Pradesh recordsd , a zero rate of growth. 


primary sector's share in total male workers 
in 1971, 70.30 per cent. 


Table 16 ; Per Cent of Landless Households Having Specified 
Sources of Income 


Income Source Region 

I 

Region 

II 

Region Region Region 
III IV V 

1. Permanent Agricultural Labour 

61 

59 

38 

13 

6 

2. Casual Agricultural labour 

85 

83 

82 

68 

79 

3. Permanent sidelines labour 

- 

7 

7 

- 

5 

4. Non-agri cultural wages 

22 

30 

41 

33 

85 

5. Self-employment and sale of 

home produced goods and services 

6 

2 

7 

8 

1 

6. Dairying and other agricultural 
sidelines 

28 

52 

69 

58 

46 

Thus the main finding of this 

last 

section 

is that 

occupational 


I 


,1 
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obviously reduces the prospects for employment expansion in other 


sectors, based on the stimulation of effective demand for indus 


s. One question is, how much of 


India's total resources should be devoted to stemming the decline 


rounds, and 


on humanitarian 


in farm earnings in such stat 


in view of competing uses for scarce resources? 


At the same time, it is important to bear in mind that 'all- 
India' figures are averages which may cause people to overlook 
the possibilities inherent in the dyneimic growth which took place 
in several regions. Corresponding to states like Bihar, Maharash- 
tra, and Tamil Nadu, with spectacular negative rates of growth in 

primacy sector male productivity, are several states with equally 

18 

spectacular entries on the positive side of the ledger. 


One possibility, which must be taken seriously, is that 


some regions may 'take off and eventually carry the rest of the 
country with them, partly through the painful process of induced 


massive influx of Bihar from labour into Punjab 


and Haryana, and other population shifts into Assam, illustrate 
both the possibilities and the problems associated with this 
process. In Punjab and Haryana, the rise in real farm labour ear- 
nings was certainly dampened down by the immigrant labour supply 
during the 1970* s. This caused considerable concern among the 
organisers of the landless farm labour trade union movement. But 


one good monsoon in Bihar in 1980, and the flow of in-migrant 


ceased almost altogether, with the result that real wages in 
Punjab shot up to unprecedented levels. 


The highest positive figures come from Assam (1.86), Gujarat 
Haryana (2.92) and Punjab (1.57). 





This suggests that even if you can only just maintain the 
level of output per worker in agriculture in backward regions, 
migration is automatically restricted to levels which can be 
absorbed by the economies of more rapidly growing states. In 
the latter, the rising output per worker may then be able to 
give the required ’push' to industrial and tertiary sector 
development. 

This leads to the question whether the dynamic growth process 
of states like Haryana, really did initiate the kinds of shifts 
required for sustained development of at least the most rapidly 
growing regions. After all, it is found that, even in the fastest 
growing state in India, the sectoral output shares changed in 
the ’right’ direction, but the ’appropriate’ shifts in the occu- 
pational structure did not take place. 

The evidence from Haryana suggests that an increase in the 
share of agricultural labourers in the work-force is by itself 
no cause for alarm. The same applies to the decline in the share 
of household industry. Both may reflect a new situation in the 
labour market, in which much of the slack has been taken out on 
the supply side, both with respect to the supply of manpower 
likely to shift into the hired agricultural labour force, and 
with regard to persons previously engaged in low productivity 
jobs in the secondary and tertiary sectors. If this interpretation 
is correct, then it may mean that the intra-sectoral shifts of 
the 1960’ s were the prelude to the kind of inter-sectoral shifts 
the Haryana, and the Indian economy need.; 
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Given that per worker income in all sectors rose rapidly. 


and in agriculture among the landless labourers as well as among 
the cultivators, the Haryana evidence of a widening of the market 
for products industry and the modern service sector is hardly 


The fact that, even in this context, employment generally 
failed to expand at a rate sufficiently high to match the rate 
of growth of population in the age range, is on the face of it, 
disturbing. Detailed demographic data for landless and cultivating 
households, however, shows that the rapidly rising real incomes of 


birth rate 


From 


onwards it will be less difficult for the expansion 


of job opportunities to keep pace with the influx of young 


workers into the labour force 


d that th 


Further mor 


workers out of Haryana agriculture has begun, at the cultivators 


.1 workers’ spectrum, if not with respect 


to hired farm labourers 


in the entire mall work force fall, as agricultural output rose 


simultaneously employment in organized manufacturing grew at more 
than twice the rate of increase in the total male population aged 
15 to 60, and at more than three times the rate of growth of all 


agricultural workers combined 


Thus there were plenty of self-sustaining growth factors at 
work during Haryana's 'development decadd'. To the extent that 



they were in fact reproduced in the other rapidly growing states 
of India, the stage may now be set for a growth strategy which 
among other things, envisages an eventual shift of population 
from low growth regions with meagre growth prospects, into the 
areas which have the capacity to absorb them productively. 


The very idea is likely to be unpopular. It amounts to 
the same kind of policy already adopted with respect to agricultur 
in the years of the lADP programme. Regional disparities would 
certainly widen for some time in consequence. 


However it does not amount to simply giving a further boost 
to regions which are, already in the lead. For some areas such 


as Bihar and parts of U.P,, the carrying capacity of the land 
can obviously be vastly improved. Water is available, the 


necessary investment has just not been made. For the genuinely 
waterless regions such as parts of Rajasthan, unless there is 
an unexpected break-through in dry land farming, the possibility 
of adopting a long term policy aiming at shifting: people out 
has to be taken seriously. For this to work, the states with the 
demonstrated, or probably potential for 'taking off must be re- 
garded as the ultimate destination of a part of the population 
born in backward states with poor prospects for development. 



THREE QUESTIONS ON THE DEVELOPMENT STRATEGY 


THEME 


of a scheme of priority to objectives, through time, with 
room for a sequential change in the priorities, (b) the 


above through time 


raent the 'plans* that flow from (a) and (b) 


hierarchically ordered, has to keep in mind the emerging 


needs of the community over a reasonable time-span ahead 


These needs may be both felt and unfelt; to the extent these 
needs overstep the capacity of any strategy to satisfy them, 
the needs themselves will have to be reappraised. They will 


have to be toned down currently and through time, A strategy 


which allows needs 


ability causes an explosion of rising unsati 


also lead to uncontrolled inflations and a growing 


3. The chief problem is here one of visualising in advance 

the highest feasible growth rate we can obtain through time 
and of the possible rate(s) at which demands from different 
regions, classes and groups will grgw*. I^.-the aggregate ' 


/ 1 ^ ' 





growth 


e growth 


e to be damped below 


xiitixe IS tne retore an implicit as 

willingness and ability to transfer/retransfer 
gains of postulated development. 



Any strategy which cannot come to groups with 
issues cannot be deemed to be a 'viable' strategy, 
questions are as to (a) whether we have been able tc 
=^ets Of Objectives in the manner a strategy reouires 
Whether these sets are internally consistent and the 
sets consistently follow one another, (=) whether th, 
tional growth rate flowing from the above has exceed. 

feasibility, (d) Whether we have realised the extent 

harmony due to (c) and dup. -hp rn 

our inabilities at imp] 

ation and (e) whether we have been able to comprehend 

for a graduated whittling down o, asplrational growth 
Of different consti tnom+-c ,, 


crucial 


sequential 


growth which 


nas peen a political atmos' 
among groups which is 








war conditions. We do not seem to 
have roellzed the constraints on any development strategy. 
These come from (a) limitations among from scarce physical 
and natural resources, (b) Diminishing returns in the prooes 
of exploitation of above, (c) excessive and continuously 
growing pressures everyday due to population factors on the 
use of resources primarily for survival including defence 
needs and (d) limited help from the sphere of technology to 
overcome specific bottlenecks. Lack of timely attention to 
these factors has severely vitiated our development strategy 


5. -Oet me now come to the second problem. Given the 
objectives of development have we gone about choosing the 
right sort of economic models and model-variants to achieve 
the objectives. In our frame, the choice of models flows 


from the choice 


within 


tne Mahalanobis model and its variants and the wage-goods 
model and its variants. Historically we accepted the former. 
But the physical achievements have been below the targets 
and these further have little to do with the objectives. Could 
the wage-goods model have helped better? Can it now help 
better? How do we form the basis of a choice between the two? 


Given the need of high output and high employment growth with 
redistributive provisions the wage-goods strategy would have 
been superior. Also On' the scprb wi4er self-reliance. But 


cannot, yield the objectives at all i 

6. Given the model (s) to >;hat extent have v/e chosen the 
policy-frame appropriately. The issue is one of implement- ■ 
ability, points of intervention and typos of intervention. 
Did we have, do we have, enough policy instruments to make a 
policy-frame? diow has corruption and nepotism affected the 
ability ©£ the instruments of action? Should v/e go over to a 
less controlled system? Should we operate only through macro*^ 
economic instruments? 

7. Looking back at our experience of 3 decades of planning 
all the above problems need a fresh discussion. Have we 
failed on all the three scores? If so why? Can we actify t 
situation? How and how soon? 

8. The Indian economy's annual average growth rate of re; 
national income has been so far around 3 to 3,3 percent per, 
annum. Though the . permanen- Saving to income ratio has risei 
from 7 percent in early fifties to around 14-15 percent 
currently^, the incremental capital— output ratio has gone up 
from around 1.8:1 in the 1st Plan to above 5,4 :J duriug the 
fifth plan andis currently close to 6,0:1, The gap between^ 
exports and imports has risen phenomenally; short-term self" 
reliance has now been given a go-by. The below-poverty-liP^;; 
proportion has remained virtually constant at about 50 perpshlf. 
and the proportion of overall unemployment seems also to 
remained constant,. The ecdhoiry's population growth rate 
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doubled® The system has managed to avoid famines but exposure 
to ravac ;S of natural calamities has continued. The share of 
Government in gross expenditure has gone up to above 30 percent. 
But we are reputed to have a rather inefficient system of 
administration. The political process is itself sharing 3 to 
5 per cent of GDP but system's exposure to local instabilities 
is rising. It is the future that is the worst cause of worry. 

9. Forster in his 'Passage to India' implied that in India 
objective discussions on objective matters are often difficult. 
Such discussions should be easy if we keep out great per- 
sonalities from our discussion or accept that they can go 
wrong, without implying any personal malice. 


18-2-1981 
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An Alternative Strategy of Development or Reform 
with Change of Priorities 


When the nineteenth century was drawing to a close 
Lord Kelvin the celebrated physicist declared on the state 
of physical ' Science that it had reached the highest pinnacle 
of perfection and the only task of the physicists was to 
correct their results at the sixth place of decimals. The 
following lines are not meant for those who believe that in 
the case of our science also what remains to be done is to 
provide more precision only in the arithmomorphic domain of 
economic behaviour. 


In the recent past, the nature and process of develop- 
ment of underdeveloped countries have attracted serious 
attention of economists and policy scientists of various 
persuasions. Developmental strategies of many of the 
countries of the third world have been examined by research- 
ers and policy makers, constraints in the translation of 
these strategies into reality have been pointed out, achieve 
ments or lack of them have been analysed and explanations 
have been offered. The causes of persistent maladies have 
been diagnosed or to be precise, attempts have been made in 
this regard, India being no exception. Understandably the 
efforts did not stop merely at that. As is well known, 
therapies have been suggested to cure economic ills some 
leaning on a utopian or romantic Anschauung for transforma- 
tion consequently unable to be; .put into operation, some, 
in spite of their cloak of pragmatism, when put into action 
were found to be: ihaciequate tQ meet the requirements of 
change . Ind ia being no. exception again , Therefore , the 
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given situation prompted and enthused - able minds to ende 


vour for identifying a genuine path, but as experiei 


proved to be it became an extremely onerous task. 

The purpose of this paper is to examine a few paradigms 
explaining the roots and process of underdevelopment of 
backward countries that have relevance to India. A,t the 
same time an attempt has been made to understand whether a 
complete change in the strategy of development pursued so 
far is necessary or some broad reforms are called for entail- 
ing a change in the order of priorities in our planned pro- 
gramme of economic development. As will be evident, in this 
exercise, a few methodological questions relating to the 
conceptual framework that is used as a guide to economic 
transformation has been discussed. Some references have 
been made of ideas and policies that emerged in some count- 
ries as a necessity in a historically specific situation 
for a better understanding of the needs of reform in our 
developmental programme. The assumption of this paper 
throughout is the legitimacy of the given institutional 


structure , broadly speaking , 


A very interesting and much discussed paradigm is the 
one which brings into the fore ’metropolis-satellite’ or 
’centre-periphery’ relations for an understanding of the 
phenomenon of underdevelopment of erstwhile backward 
countries. The expression ’erstwhile’ has been used 
purposely to indicate that the degree of backwardness has 
changed over time in one sense- of the term. More on this 

later. In the historical 'ahalysis attempted by Prank^ 

there is a clehr attempt -to posit the essence of ’primitive 









accumulation’ that took place to make the developed economies 
developed at the expense of some nations’ economic develop- 
ment. The consequence was development for a few and lack 


of development for the rest. As is well known, in Frank’s 
study, there is a further examination of the class content 
in both the centre and the periphery. As a result, we have 
a centre qt the periphery and a periphery at the centre. 

The centre at the periphery, which is nothing else than the 
bourgeoisie within the geographical and political boundary 
of an underdeveloped region which by the very logic of its 
emergence becomes a compradore bourgeoisie. By the same 
token the aspirations of this compradore bourgeoisie become 
linked wit^ those of the bourgeoisie at the centre, which 
is that of domination leaving the periphery in a state of 
perpetual, dependence. So, the Vperiphei“y' at the periphery 
have to face a two pronged exploitative onslaught, one by 
the centre itself to establish and prolong its hegemony and 
the other by the endeavour of the ‘ centre '■ of the periphery 
for obtaining gains for itself in spite of losses due to 
dependence. Therefore the ’centre' at the periphery becomes 
a ’class for itself ' in the opposite sense. "The exploita- 
tion and development by the one part resulo in and are 
accompanied by the development/underdevelopment in the 

other part. Although these lead to a regional concentra- 
tion of development and underdevelopment, these also 
develop, developed sectors in underdeveloped regions and 
underdeveloped sectors in developed, regions as the products 
of the same process cf uneven capitalist development” . 

In this paradigm. capitalist 

system encompassing 'ail: the including 

tke totality 'of hmndn eiemepts ^7 









assuming away any sort of dualism inside any segment of the 
world system. In the context of such a xvcrld view what 
possibly could be a d evelopmental path for the underdeveloped 
region? Could there be some measure of pie cs-rneal ameliora- 
tion for the vulnerable section of the economy or the society? 
The answer is categorically in the negative according to 
the pnilcsophy of change of the centre-periphery theorists, 
if partial socicix engj,neering^ to use a term of Karl Popper 
is not possible to seek solutions within a given institu- 
tional framework would a revolutionary overthrow of the 
present system in a backxijard countr;/ be the first item in 
the agenda in the struggle of masses for social change in 
such a country? According to the foremost theoretician of 
centre-periphery model, the answer is both 'no' and ’yes’ 
at the same time. The statement needs some clarification. 

On the one hand it is argued that whatever form we take in 
its historical perspective whether it is mercantilism or 
colonialism or industrial or financial capitalism or imperia- 
lism each and every phase with overlapping moments if any, 

Is an integral part of the world capitalist sjrstem histori- 
cally viewed. Therefore attempts at doing away with under- 
development entails destruction of this system hs a whole. 
Without further qualification with the given premisses, 
tho nt.ntcmcnt becomes a tautology, and smacks of a philo- 
sophy of '''absolute determinism". Side by side the same 
author argues, '*any 'development' policy will therefore 
surely and necessarily be inadequate if it rests on the 
supposition that landerdevelopment can be eliminated in the 
peripheral area in question eliminating pre-capitalism ' 
or 'feudalism' and substituting capitalism instead - that 
is , more of the same capitalism which caused the under- 
development and now maintains, it". ; , ,,, , 





Two very important issues emerge in this connection. 
Firstly, it is admitted that a country in itself has the 
potentiality of revolutionary transformation and would not 
have to wait for the destruction of world capitalism and by 
implication could be an additive element in the process. 
Secondly, there is an overt rejection of what is called a 
necessitarian path to societal change from one mode of pro- 
duction to another. Frank is quite categorical in contest- 
ing a particular Marxist opinion mostly in vogue in the pre 
second war days which rested on the inevitability of a 
society traversing a capitalist' path. One could recall 
Lenin’s call for a ’non-capitalist path of development' of 
backward regions of Soviet Central Asia in his celebrated 
'April Thesis’, the roots of which could be traced in the 
famous formulation of the celebrated Russian thinker K.G. 


Ghernyshevskii of the Narodnik School w^ho had held the 
view that under favourable conditions a society may be able 
to by-pass a logical moment, i.e. capitalism in its march 
to socialism. The main point of this argumentation is that 
Frank’s thesis, albeit an important dimension of it has 
important contours for preparing the basis for the require- 
ments of a transformation. But as will be pointed out 
later, an alternative strategy or a changed strategy is by 
any token not a strategy of revolutionery struggle. 

An argument scsnewhat controversial needs some examina 
tion. The subject refers to the well-known theory of 
underdevelopment due to differences in the organic composi- 
tions of capital and labour between different sectors 
within an economy or between different countries in the 
international economic relations. As is well-known, a 
higher organic composition of capital reflecting a change 



uicjcixiJD ui proaucii ion 1 constant capi 

tal) and live labour (variable capital) indicates higher 
productivity of labour due to higher level of technology. 
This is a situation in which the attempt is made to augment 
relative surplus instead of absolute surplus if one accepts 
Marx’s formulation. The process itself by the very logic of 
a capitalist mode of production or a social formation with 
this mode having the dominance is bound to generate, a sur- 
plus labour. Hence the validity of Marx’s famous ’Absolute 
General Law of Capitalist Accumulation’. If one accepts the 
notion of organic composition of labour as Emmanuel 
suggested, the low skill/low wage dominated sector is domi- 
nated by high skill/high wage sectors, hence an unequal 
exchange in a similar fashion as can be expected in exchange 
between branches and sectors with varying degrees of organic 
compositions of capital. This inequality could be remedied 
if and only if a diversification takes place or is made 
possible of low skill/low wage sectors into high skill-high 
wage capital intensive sectors in the given institutional 
structure.^ The other solution is a complete transforma- 
tion of the society into a socialist society. This is the 
quality of solution offered by Emmanuel as the strategies 
to be adopted to get rid of underdevelopment. If we leave 

aside a discussion of the second solution, we are faced 

the . 

with /same problems as one encounters while providing a 



any endeavour of changing strategies of development redundant 
It is interesting to recall in this connection the contents 
of the well-known controversy during the industrial debate 
of the twenties in the Soviet Union especially between 
Strumilin, the official economist of the first five year 
plan and Shanin, Maslov, Bazarov and Bernstein-Kogan. The 
arguments of the last four which in essence were directed 
against Feld ’man as well could be summarised as follows 

(1) A higher OGC based development follows a ’Criterion 
of delayed effect' and unless a high intensification of 
labour follows an increase of OCC, a further ’delayed effect’ 
of the criterion would be a drastic fall in the rate of 


(2) the scarcity of capital and the urgent need for 
employment in massive scales are constraints to such a 
strategy of development i, 

The historical experience has however shown that the 
first criticism was not valid to a sufficient degree whereas 
the second is as relevant to-day as it was five decades ago. 
Therefore , a strategy if it is realistic must have rooms 
for tackling the issues of technological development and 
the surplus population at the same time. 


An economist has aptly remarked, ’’while io may be 
presiomptuous to argue that the ’myth of economic growth’ 
has finally been exploded, it will nevertheless, be 
reasonably correct to point out that there is widespread 
concern among economists and policy makers about the uti' 
lity of economic growth rates either as the single most 



important indicator of development or as the objective of 

f\ 

development and planning’*. Under the circumstances one 
could feel a trifle satisfied if the addage ’‘better late 
th%n never” appears to be reflecting the present state of 
psychology of economists and policy makers. But the total 
preoccupation of the economists and policy makers with 
economic growth alone cannot be explained in terms of wrong 
emphasis on one criterion instead of another or some such 
arguments. 

The causes are much more deeper. One could be traced 
in the epistemology pertaining to economics of growth and 
the other in the objectives of growth policies pursued so 
far. The answer to the second can easily be found in the 
prevalent mode of production. To wit, the nature of growth 
in our country has clearly satisfied the criterion ’’growth 
for whom” in the particular mode meaning thereby that in 
the ultimate analysis it is the capitalist class and other 
strata who are ideologically close to it have not only been 
immensely benefited but to a great extent have emerged as 
powerful economic forces in this period of growth through 
or without planning. At the beginning of our era of plan- 
ninr-' -hUp. r>l annprs believed in the axiom that industrial 



agricultural revolution in England was an important element 
in the primary accumulation for capitalist development. 

The consequent industrial development in India from the 
days of second plan could not either continue or maintain 
the * re VO lutionV in agriculture if there were at all any. 
One of the glaring defects of borrowing intellectual tech- 
nology from other countries lie in what I call "The Fallacy 
of determination by analogy’* which has been best explained 
by Nicholas Georgescu-Roegen in these lines. ”As factual 
evidence we invoke the incontrovertible fact that industri- 


alization did result in the over-all development of the 
South of the United States. But the ingrained outlook of 
the standard economist - that whqt is good for one country 
is good for any other - prevents us from noting first, 
that the South is part and parcel of the most advanced 
capitalist economy, and second, that the i-imerican farmer 
is not institutionally identical (or even comparable) to 
the Indian or any other peasant . On the other hand, 

Inrhat Georgescu-Roegen calls. The ’’Fallacy of Industriali- 
zation Axiom” cannot be justified by bringing an analogy 
from the Soviet plan of industrialization. Because in the 
first place, the institutional structure was totally 
different from that of India and more importantly, the 
Strumilin model of development with ’’enlargement of tech- 
nical infrastructure”, ’’urbanisation” and ’’capital- 
intensive technology” as the main components contained a 
very important assumption, that is, the size of the 
consumption basket of the individual and magnitude of 
the s ocial consumption .lor:- of ^ he collective 

was almost :the-same;l3^‘Af>arf;fnom;,the 

itself ‘'this ■ strategy-was /an extremely powerful weapon 



againax. one emergence oi a Class ol poor. In the absence 
of either of the conditions cited hbove persistence with 
a pre-occupation of maintaining a stable or increasing 
growth rate with rapid industrialization as its main con- 
tributing factor led no doubt to the present anomaly with 
which everybody is familiar. The situation has been very 
succinctly explained again by Georgescu-Roegen. '^’In fact,” 
he says, ”the greater the industrial development achieved 
by an underdeveloped nation plagued by a predominant , over 
populated, and disorganized agricultural sector, the 
stronger the evidence such a nation offers of the fallacy 
of the industrialization axiom. There the peasantry is 
still as poverty-stricken as ever - a passive gloomy 
onlooker at the increasing well-being of the exclusive 
circle that delights in the Square Dance of Effective 
Demand , which alone moves faster and faster with each 
day”.^ In case of India a casual glance at the Census 
figures of 1961 and 1971 reveals that rate of proletariani- 
zation and immiseration has increased over time even making 
allowance for ambiguity in definition. It is claimed by 
experts on demography that the 19^1 census is likely to 
show a higher rate of immiseration. This fact alone 
confirms in case of India the Roegenian diagnosis. 

The present situation which t^s warranted a rethink- 
ing about the strategy of development of our economy is 
also the result of adhering to a positivist epistemology 
Vnr mir* nlanners both economists and 
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other sphere. It is typical of the old Aristotelian logic 

of the excluded middle. But in matters of economic growth, 

since the experiences of numerous developed countries were 
historically given, the correct approach should have been 
the acceptance of the premiss that an event could be A 
(growth) and not -A (non-growth) at the same time. A typi- 
cal example can be given in this regard : if rate of growth 
of GNP of a country is an indicator of economic development 
as many of us believe it to be, in a particular historical 
situation an increase in the rate of growth of GNP can be 
regarded as ’development’; at the same time it may be’ non- 
development’ if we consider a situation when at the same 
time gap in the inequality of income is increasing or 
immiseration is becoming more pronounced.^ Unless this 
dialectical nature of our science is properly under- 
stood and necessary measures taken to overcome the contra- 
diction in any policy of development the results are bound 
to be one sided and considering the over all class structure 
of the society it is easy to imagine which side will be 
heavier. 

Moreover as a legacy of the colonial past, our coun- 
try inherited not only underdevelopment but also abject 
poverty and chronic unemployment. But the planning models 
of our country during the past three decades tried to 
solve the two festering sores of our economy i.e. poverty 
and unemployment at an abstract level. Bence the pronounce- 
ments and achievements had divergence of dangerous pro- 
portions between them because as Furtado has correctly 
pointed out it is necessary to demonstrate the explanatory 
effectiveness of a- model as- applied to. historic realities . 
It can be said.further'-ihat^not'.^o effective- 

itional ■ validity'; has'ltb be' examined 



otherwise any strategy of development could be accused of 
starting with a ’zero level of history’ which means that 
the given historical reality or to be precise, some very 
important dimensions of it are totally lost sight of. That 
has been the case with India. 


The necessity of rethinking about the nature of the 
development of our economy has arisen because, whether one 
admits or not, of gross injustice displayed in the distri- 
bution of income. As a result, as has been pointed out 
elsewhere a state of chronic poverty among a large section 
people of our country is visible everywhere. We are not 
at this stage interested in a sterile pursuit of the ques- 
tion of constraints in the measurement of the nature and 


extent of poverty because the phenomenon exists with in- 
dubitable certainty. Everyone is familiar with the poverty 
line below which it is estimated that about forty per cent 
of our population have been languishing. Further, this 
author suggested in the past of drawing a ’critical line 
of poverty’ below which twenty per cent of our population 
lead a sub-human existence. Eradication of poverty there- 
fore should be the first priority in our planned programmes 
of economic development. If one makes a critical analysis 
of the approaches of different plans of our country, one 
feature comes out with unfailing regularity, i.e. the 
absence of a clear voluntarist programme for combating the 
problem of poverty by the centre. In the absence of this 
very important requirement in ;the overall strategy of 
development and also becausepof ^tfie; fact that social 
security as a 'philosophylof ;welfaire- fbr segment of 

the population, which is really .in .nee4 df it , is ,■ 







conspicuous by its total absence all our demarche’s towards 
development have led to what French thinkers used to 
designate as ’’Pays economique”, that is, proper development 
for one segment or class and underdevelopment for the rest. 
Perhaps it would not be an exaggeration to say that even by 
the standard of the third world, our country would stand 
deplorably low in the matter of social security. 

From the arguments posited in earlier sections it is 
crystal clear that we are not in a position to redefine and 
reformulate our strategies of economic development to hasten 
the down fall of world capitalism as the centre - periphery 
or metropolis-satellite theories believe to be the only 
solution. If one believes with Marx that immiseration (die 
Ehrelendung) is a necessary condition (but not a sufficient 

condition) for social revolution, then ironically economists 

for , 

have to recommend/economic measures that would only increase 

the degree of pauperisation. This is nothing but utter 

negativity in the approach to a logic of transformation. 

One important but belatedassertion of a Club of 

Rome enthusiast has an important element of truth, that is 
no model or strategy of development is completely right or 
wrong in the general sense of the term. It was however, 
Niels Bohr who first presented this view in his celebrated 
’Complimentar ity Principle’ much earlier. But, a model 
or strategy becomes right or wrong in social sciences as 
soon as one looks at it from a particular point of view 
or ideology in the broad sense of the word. Therefore 
all the models of ’Alternatives to Grcwrth’ theorists like 
V/estern Economic Model, Environmental Model, Socialist 
Model and bemographic Transition Model have only academic 
significance as far as our present . universe of discourse 
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is concerned. Because nowhere in the document cited, the 
imperative requirement of minimum welfare wherever it is of 
utmost necessity has been emphasized. 

If we make a distinction between the quantitative and 
qualitative aspects of welfare the minimum requirement of 
an individual to eke out an economic existence belongs to 
the first category. The contention of this paper is that 
allocation of resources especially at the centre on this 
head should be the first charge in any economic plan. 
Consequently, the priorities have to be reversed. This does 
not entail in any sense abandoning the concern for growth 
and development as they are understood. Reversing the order 
of priorities may only change or reduce the rates assuming 
a lower outlay on developmental activities as a result of 
higher expenditure on minimum social welfare of the deserv- 
ing segment of our population. Even this conclusion is 
debatable because Marx was very emphatic while analysing 

the rationale of accumulation in capitalism thqt the capita- 

B. 

lists as a class when faced with the devil of/high cost of 
higher technology and deep sea of more taxation for support- 
ing official pauperism would prefer the former because 
continuous accumulation is possible more in a condition 
when more relative surplus value is generated. Therefore, 
if a minimum social or public assistance through transfer 
of income ensures a condition for abolition of say child 
labour (as hired labour) considerably, and at the same time 
reduce the extent of exploitative employment in various 
unorganized sectors of our economy a condition which the 
Socialist thinkers call ^^efficiency*' would be established. 

While commenting on the outcome of transfer of 
intellectual technology elsewhere it was argued that 









aanerence i;o oniy tne precepts of growth and development of 
developed capitalist countries for our own development led 
to the "fallacy of determination by analogy” because this 
process assumed away the historically given realities. If 
we had, on the other hand looked for solutions for the 
problems inherent at 
with chronic poverty and economic 


a given point of our historical reality, 
insecurity of vast majority 
of masses as stark aspects of this reality, we could have 
identified one* "Traditionalism does not encourage innova- 
tion" a British social thinker remarks, "and looking back 
over the past century and a half to try and see the ways 
in which the concern of the state for the welfare of the 
citizens has changed we find all too often, that it was by 
modification and not by innovation that reforms were made. 
Until the 19th century the state showed little concern for 
the well-being of the majority of its citizens, but there 
was of course a direct interest, in making provision 
for the needs of the very poor. It could be argued that 
the Poor Laws constituted the first stage in the emergence 
of the welfare state, but whether or not this is its true 
origin, what is apparent is that many of the principles and 
practices used in the early Poor Laws have remained extant 

and have to a considerable degree dominated our approach 
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to the welfare measures of modern times." 

In the absence of a tradition in our case we have to 
introduce innovation in the strategy of development. This 
is what may be called a 'voluntarist* as opposed to a 
'gradualist* approach for tackling a task as onerous as 
eradicating poverty, which in the 6^ present 

discussion signifies absolute poverty., M experi- 

ence unhesitatingly indicatesthat the poipt of departure 




in social welfare measures has been what may be called 
'poor laws’. At the operational plane such laws are put 
into practice through ’public assistance’ by transfer of 
income. 

Coming back to the subject of underdevelopment due to 
a wide difference in the ’organic compositions of labour,’ 
even if we assume it to be an important cause, can the 
solution by shifting the lower composition to higher level 
be attempted? In other words, can a revolution in techno- 
logy at the national plane be attempted, leaving aside the 
cost for the time being without at the same time making 
provisions for the population that would become economical- 
ly redundant? Even assuming further that Schumaiher’s 
small but beautiful will be made to reign supreme in some 
branches of our economy to absorb such surplus population, 
as much as possible, a residue, with a sizeable number has 
to be looked after by the state, and hence the imperative 
need of ’Poor Laws’ to cover all poor properly defined. 

In this regard we have to answer a very intriguing 
question. Is not a policy of public assistance through 
employment guarantee or benefit guarantee (for those who 
are incapable, for various reasons, of accepting an employ- 
ment) is at the same time a policy of strengthening the 
class content of the society in question or to be precise, 
of Indian society of the present. Is it not by the same 
token an expression of what in Marxist terminology called 
’false consciousness’? Lukacs, the celebi-'ated Hungarian 
Marxist dealt at length with an elucidation of this con- 
cept. He wanted to emphasize that economism as the 
guiding philosophy of working class struggle blunts the 

edge of revolutionehy::C:onsciousness ;oJ:4hia The 
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consciousness that unites the working force and prepares it 
for struggle for better conditions of work within the 
capitalist mode is mistakenly regarded as ’true conscious- 
ness’ whereas a truly revolutionery consciousness should be 
termed that. This position, as the present author under- 
stands , is not accepted by Marxists to-day without certain 
qualifications,^^ and in specific situations it is very 
difficult or rather incorrect to give rigid definitions of 
the nature of consciousness. In fact, in to-day’s condi- 
tion of the Indian economy, a concerted effort to include 
minimum social welfare measures for the vulnerable or the 
very poor segment of our population both in the rural and 
urban areas should be regarded as a reflection of a ’true 
consciousness’ of both the intelligentsia, and the masses 
struggling for the benefits whereas a surrender to the 
’fait accompli’ with the utopian dream of an ushering in 
of an all encompassing age of prosperity for all with the 
only assumption that one fine morning everybody has only 
to come out to join the revolutionary army to give a mortal 
blow to world Capitalism is a ’false consciousness' of the 
highest order. In the ultimate analysis both ’true’ and 
’false' consciousnesses have to be understood with an eye 
to the dialectical penumbra between the two. 

Let us go back a century and a quarter. It was the 
l>o.3'’'5,od of cf the working class for a 

normal working day in England. ’’The establishment of a 

normal working day is the result of centuries of struggle 
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between the capitalist and the worker". But a normal 
working day led to mechanisation and more accumulation. 
’^Paradoxically then," an author states, "it would appear 
that labour indirectly, aids the lohg’-'term accumulation 
of capital and' strengthen^ .c.apitaiist' Social relations by , ■ 


IS 

struggling for its own interest within the state'*.^^ 

If a historically specific situation (in a broader 
sense) demands the fulfillment of tasks of economism for 
wider masses, then pushing forth those are categorical 
imperatives for all, economists being no exception. With 
the changed character of state in the fourth quarter of 
the twentieth century, a reformed strategy could be imple- 
mented in India in the shortest possible time provided the 
people whose opinions ultimately matter remove their 
blinkers to which obfuscate the vision of the 
reality. 
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THE KALIYUG SYNDROME, OR THE ASCENT OF THE 


IATROGENIC SYSTEMS OF HEALING MODERNITY 


Krishna Prakash Gupta 


”Hear, Maitreya, an account of the nature of Kaliyug 
about which you have enquired and which is now close at hand 


’*In this age, people by nature would not be inclined to 
observe rules governing. their vocations and orders of life. 
Marriages will not conform to rituals, nor will the rules that 
relate teachers and disciples be in force .... Every text that 
people may choose would become a scripture for them; all gods 
will be gods to them, that worship them; all orders of life will 
be common alike to all persons •.*, The minds of men will be 
wholly occupied in acquiring wealth and wealth will be spent 
solely in selfish gratification, 

’’Women will follow their inclinations and be ever fond of 
■pi "v* tHpi'T’ desires upon riches, even though 


them will follow 


2 



"Wealth and piety will decrease day by day until the 
world will be wholly depraved. Then property alone will confer 
ranki wealth will be the only source of devotion; passion will 
be the sole bond of union between the sexes; falsehood will be 


and women will be 


"Earth will be venerated but for its mineral resources; 
external marks will be the only distinction of the several orders 
of life; dishonesty will be the universal means of subsistence; 
impertinence and presumption will be substituted for learning; 
mutual assent will suffice for marriage; and fine clothes will 
pass for dignity, 

"Thus in the Kaliyug shall decay constantly proceed until 

the human race approaches its annihilation" . 


( Vishnu Purana 


There is now a widespread belief that with a certain judi- 
cious mix of resources and priorities, mankind can be trained to 
contain the growing discontents of modernity. That such a belief 
is entirely unsustainable on the grounds of both logic and avai- 
lable evidence is the central thesis of this paper, but before 
I press this argument further, I would like to start with an 

antecedent dilemma. 
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Personally for me there is something uncomfortably 
vicarious about the crisis-perception and the attendant search 
for, what is now already a cliche in a certain kind of social 
science literature, 'alternatives in development’. Confronted 
by the two kinds of Wests and their two kinds of pathologies, 

I am not quite sure whether the idea of ' alternatives ' is a con 


sensual concern, formulated and realized in an identical set of 


thought categories and semantic domain. Notwithstanding the 
apparently common concern with a set of similar-looking problems 
such as declining growth rates, increasing inequalities and 
injustices, rapid depletion of energy sources - that generally 
informs this search for alternatives,' this entire movement seems 
to be essentially Western in its conception, idiom and relevance 


There are at times courteous references to some peculiarly 
Asian ideas like those of 'non-violence' or 'cultural revolution’ 
but these are no more than artful, even if unwitting, devices to 
create an illusion of partnership. The alternatives game is 
played strictly in terms of certain Western thought categories, 
and the participation of outsiders has become painless only because 
these categories have now been internalized by large portions of 


the 'Third World elites 


I am making these statements only oecausa oixa ox 
that one can talk of alternatives in a shared world of discourse, 
in terms of certain objectively verifiable facts, without in any 
way affected by any particularistic spatial or temporal attributes 
of this idea. This, I think, is simply not true. For the Third 

World, a search for ' alte?!hh'tiyes::^^^^^ indis- 

noneoKiij Kn+ -in to do thls*. IT' still possibls, one 



would have to clearly move beyond what is currently in vogue. 

For what is currently in vogue does not seem to be some 
universally acceptible doctrine of world salvation but only a 
partisan ideology, arising and thriving only in one kind of West, 
pursuing somewhat sectarian concerns in the name of global issues 
often deadening in this process the very sensitivities that it 
seeks to arouse, and resulting, even if in an unintended manner, 
in only strengthening the same self-destructive forces that it 
seeks to weaken. 


This is perhaps an unfair indictment. But before I attempt 
to present supportive evidence, a condensed detour is at this 
point necessary to enquire into the historicity of the very idea 
of alternatives. 
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This cleavage between the two kinds of West reappeared in 
the second phase which began with the world settling down with a 
doctrine of the two .super-powers and a multitude of 'ounior' 
nations, either in affinal relationship with their past masters 
or alone, hesitantly striving to forge an autonomous Third World 
identity. This new sense of power and majesty gave to the Western 
social scientists a new vocation 2 to work for the salvation of 
their under-developed Third World brethren. It was here that the 
one kind of Westerners discovered the paradigm of modernity : an 
overarching theoretical framework designed to transform the ' third' 
worlders’ into the image of their own master model. Arognd the 
same time, the other kind of Western social scientists, using an 
altogether different terminology, came up with another “scientific 
theory" that also tried in its own way to altruistically lift the 
Third World nations from a lower to an advanced social formation, 
almost in close proximity with a presumed irreversible pattern, 
already successfully demonstrated in their own historical experi- 


Somehow, the world did not quite unfold in the manner, 
foreseen in these two kinds of scientific diagnoses* Some Third 
World societies went on merrily modernizing without exactly dupli- 
cating the suggested Western versions of institutional change; some 
dared to evolve into a higher social formation almost in direct 
repudiation of its prescribed master model. Cracks also developed 
from within, and once again social science was pressed into ser- 
vice to suggest remedial cognitive devices to contain the crisis 
n-f f'oT'+'tn TV, anH rationality the. very foundations of 



It is tnis broad con.'tax’t in ■which ons nius't placo "ths 
idGology of iihs al'tGrna'ti'ves in ds'velopnien't’ as it has currently 
become fashionable in the one kind of West. Born out of the 
exhausted promises of modernity, this ideology takes once again 
an inward look into its own world of dysfunctional institutions, 
and prescribes patient withdrawal from the malevolent processes 
of unbridled development. 


The other kind of West does not see the crisis exactly in 
these terms. Still somewhat animated by its faith in the redemp- 
tive capacity of its own revolution, this kind of West dismisses 
this entire debate on alternatives as a bourgeois attempt to 
conceal the real crisis of the crumbling capitalist society. 
According to this formulation, this crisis can be comprehended 
only in terms of the central contradiction between the social mode 
of production and the private mode of appropriation that afflicts 
only the other kind of West. It is this contradiction that produ- 
ces exploitation and waste, and the only alternative to it is a 
transition into the other higher kind of social formation. 


highly partisan debate. Though largely westernized in my system, 
of thought and analysis, I still see very little to choose betwe 
the two kinds of West and their two kinds of crisis— perceptions. 
It does not require any special social science sophistication to 
see that this other kind of West, still hinged on its original 
vision of science and revolutioh» is not only suffering from 
chrnni r r'r'-i aoc! rvf its nwn making butvis also slowly beginning to 
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reproducs "th© S3.iii6 pstinologiss in its owi V6ry difisnsni socisl 
setting that it decries in the other kind of West. 


The only point that I wish to stress here is this : that 
the idea of alternatives is of sectarian origin and can be under- 
stood fully only in terms of certain specific cultural dilemmas 
of the one kind of West, becoming meaningful only in terms of its 
own peculiar historical ej^erience. There is, if I may say so, 
something disturbingly archetypal about this idea, and though I 
would not pursue the thesis further, it seems tantalizing to 
suggest that it is in essence a reincarnation of the Judeo -Christian 
ethical prophecy that has in the past in some parts of the West 
raised its voice of protest to bridge the gap between human short- 
comings and normative ideals. It seems to resurrect, on a different 
level, the recurrent Judeo-Christian tension of choice between the 
two cities and their two loves. There is no real solution to 
reconcile the flesh and the spirit, or in their modern variants, 
development and morality. 


It should not be difficult to see how this kind of tension 
could have provided an important source for various early anti- 
modernization ideologies ; the rejection of the acquisitive spirit 
of capitalism, the rejection of the industrial revolution and a 
fond hope to somehow live through somewhat primitive, cooperative 
and communitarian social existence. All this is now part of the 
one kind of West, and it is this kind of West that is now provid- 
ing a new critique of modernity and a new ethic of alternative 
development. /' 7 7 ' 7-r'-y'.v7-:77777i':77-' 7:rt ;■ .■■''■'i"'- '7 ' 7^7;: r. 




In its present phase of development, the alternatives 
movement displays a certain colourful diversity of approaches 
and orientations. There are diagnoses and prescriptions galore, 
and the idea has caught on even with conventionally conservative 
establishment thinking. 


In what follows, I would try to make a very brief and ten^ 
tative structural analysis of the doctrine of alternatives in 


development 


The starting point of the idea of alternatives is a critique 
of certain contemporary expressions of modernity. At the lowest 
level, this critique picks up certain disparate items for attack; 
declining productivity, rising unemployment, depletion of energy 
sources, and the like. At an intermediate level, it widens the 
scope of attach by focussing on certain dysfunctional institutions 
in their totality s a political system that breeds an authorita— 

an economy that 


rian ruling elite and an insensitive bureaucracy 
thrives on the blind forces of market and self-destructive tech- 
nological expansion, an education that cultivates prejudice and 
hierarchy, and a society that produces a homeless, anomic existence 
At the highest level, the attack is conceived in global terms : 
an nnTno+ H n-rHar' that -nerDetuates and increases invidious 
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intervention, the alternatives movement has sought either to 
freeze the processes of development at appropriate levels, or to 
modify the direction of development in order to rectify its 
distortion, or to alter the entire course of development by 
suggesting a retreat into some more humane form of existence. 

These strategies have nov7 assumed the form of a gospel 
for the prophets of the alternatives mission. Quite often, the 
appeal is predicated on the time-tested motives of self-interest 
and mutual benefit. At times, the threats of an impending disaster 
are throwiin to invest the appeal with a dramatic compulsion. 

The scenario is rounded up by mini— hallucinations of things already 
happening in the desired direction of the preferred future. 
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Such a prophetic mode is clearly harmless, and has already 
been transformed in most cases into a display of decorative 
dissent by an ever-^obliging establishment. But the real danger 
of the alternatives ideology emanates from the less perfect solu- 
tions* It is here that this ideology has massively proliferated 
in the last one decade, and now merits a serious reappraisal. 

The most attractive, and perhaps the most sinister, aspect 
of the doctrine of alternatives is a belief in the capacity of 
the nations to act in a spirit of enlightened self-interest. 

Almost every agenda designed to bring about a new world order, 
economic or other-wise, has been informed by this belief. Reduced 
to its bare minimum, such an alternative agenda has almost invaria- 
bly pleaded for a subsidized transfer of resources from the advan- 
ced to the developing nations • Even groups of Third World coun- 
tries have enthusiastically pressed for such an alternative, 
though the projected structural rearrangement is, in the ultimate 
analysis, wholly dependent on the 'grace’ of the superior condes- 
cending powers. 

Based as it is on a premise of unequal partnership, such 
a solution is unlikely to come about as the various quasi- 
abortive UN efforts already amply demonstrate, but even if it 
were to materialize suddenly by some inexplicable set of circum 
stances, it would only serve to strengthen the market economies 
of a few donor nations, giving a new lease. of life to those very 
unjust inequalities that it wanted to fight all along. The end 
result would hardly be an gtepna^^ inputs 

Would only further worl ^ ^ , ^ ^ 

economic system,. - ‘ I' ''■■'"I" ■■■ / j';, '' ' '' ’ ' '' 
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With minor variations, the same is true of the other 
:icable’ alternative prescriptions. None touches the core 
5 crisis? none dares to disrupt the status quo. 


One does not realize fully that modernity has not only 
produced black economies — I do not know who coined this very 
racist adjective — • but also black polities, black laws, black 
religions, and black schooling systems. There are now parallel 
structures for each of these institutions, and the subterranean 
structures are more real and more powerful than the surface struc- 
tures. Despite impressive improvements in the modern systems of 
information and communication, the free citizens of the modern 
world do not see for most of the time the invisible strings that 
reduce their hard-won volition into an act of unrehearsed pantomime 


Kaliyug 


then, men's 


Is a devolution 



"Upon this subject, Maitreya, you shall hear what the wise 
has related, as it is communicated truly by me.. 


”It was once a matter of dispute amongst the sages, at what 
age the least moral merit obtained the greatest reward .... In 
order to terminate the discussion, they went to Veda Vyasa to 
remove their doubts. They found the illustrious Vyasa, half 
immersed in the water of Ganges | and awaiting the close of his 
ablutions, the sages remained on the banks of the sacred s-ream, 
under shelter of a grove of trees. As the great Vyasa plunged 
down into . the water , and again rose up from it, the sages heard 
him exclaim, ’'Excellent is the Kaliyug. ..’h : the great Vyasa 

finished his bathing, ... he said to them, "on what account have 
you come to me?” The sages replied, "we came to you to consult 
you on a subject on which we entertain some doubt but that may be 
at present suspended? explain to us something else, heard you 

say, "Excellent is the Kaliyug I " Now we are desirous to know 


why this was said 


"Being thus addressed by the sages, th 
and said to them, "Hear, excellent sages, wh 
I did. The fruit of penance, of continence, 
and the like, practised in the Kritayug for 
Treta for one year, in the Dvapara for a mon 
Kaliyug in a day; therefore, did I exclaim, 
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’’The sages then said to the great VyasSj "The question 
we intended to ask has already been answered" . ... Being thus 

freed from uncertainty, the sages then departed as they came. 


also, excellent Maitreya, have I imparted this 
one great virtue of the otherwise vicious Kaliyng 


( Vishnu Parana , VI 


oooOooo 
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"structural escalation" 


possible to distinguish developmental societies xxum 

developmental socie ties - that is , societies that were becoming 
hooked on expanding their control, over the envir^^ from those 

that had not taken up the habit. In the middle of the twentieth 
century one's political philosophy made little difference, since 
development had become the opiate of the world's governments 
India being no exception. Concepts about development vary from 
place to place; in the high-energy societies, population expansion 
is still in fairly high repute. The claim that the purpose of 
development has been to "better peoples' ways of life" should not 
obscure the fact that this is only one view of its purpose; that 
is not all that it does. Since many of tl.e problems in the 
"ways of life" that need "bettering" are due to an earlier deve- 
lopmental philosophy, mercantile and industrial structural escala- 

, . . , that development is being done as 

tion, it rings untrue to claim xnai . f 

n oc a'T i'he earth. In fact, it 
a favour to the energy-poor peoples of 

4-Tonc that -Dromote the developmental dogma, 
is the high-energy nations tpax p 

■K ■ ^ ' +.U irhA a rp' converting ’'mbs t of .the energy and 

...because it is they who , ar;e.:../.Qp^; 

cultural' „ , 


iiildas 



THE RELEVMCE OF DEVELOPMENT STRATEGIES FOR INDIA 


In the mid- twentieth century, ” structural escalation” , 
the process whereby survival and progress with respect to other 
societies is seen to depend upon one’s ability to expand one’s 
control over the environment, has been evident in the precept or 
dogma of development. Early in the Industrial Revolution it was 
possible to distinguish developmental societies from under- 
developmental societies - that is, societies that were becoming 
hooked on expanding their control over the environment, from those 
that had not taken up the habit. In the middle of the twentieth 
century one's political philosophy made little difference, since 
development had become the opiate of the world’ s governments - 
India being no exception. Concepts about development vary from 
place to place I in the high-energy societies, population expansion 
is still in fairly high repute. The claim that the purpose of 
development has been to ’’better peoples’ ways of life" should not 
obscure the fact that this is only one view of its purpose; that 
is not all that it does. Since many of ti^e problems in the 
"ways of life" that need "bettering" are due to an earlier deve- 
lopmental philosophy, mercantile and industrial structural escala- 
tion, it rings untrue to claim that development is being done as 
a favour to the energy-poor peoples of the earth. In fact, it 
is the high-energy nations that promote the developmental dogma, 

because it is, they who are, 'c^vp^^ 

think it is necesiary:p^i{:hi||#^-^^^^ cultural 





2 



expenditure. Lower-energy nations favour it for the same reason, 
but with, less fervour. 

In short, early in humanity's career man adapted, through 
a variety of different cultures, to almost all the environments 
the world has offered. Over this vast geographical area and through 
slow climatological changes, different technologies evolved. The 
increasing control afforded by these developments had a number 
of effects. For one, the species as a whole became more secure 
since a local catastrophe or teehnological failure did not mean 
that other adaptations would suffer a like fate. By the same token, 
what was significant for one population became insignificant for 
others? the species’ sequrity thrived on cultural differentiation. 
Another consequence of differential technology was increased 
control. Both stock and conversion -devices variegated and expand- 
ed. Each increment of growth in this sphere of energy forms and 

y 

processes meant a new basis of power? and each increment in the 
exercise of power meant that the social organization of a people 
had in a sense to expand to contain the new influences. However, 
this expansion has been securing at a continuing and increasing 
energy cost. For the low-energy-level societies, the cost conti- 
nues low. As the number of people increases, the effects on the 
environment become more marked. As technology advanced, the 
environment began to suffer permanent and irreversible changes. 
Agriculture led to the clearing of forests and grass-lands, • to 
erosion and climatological change | industry has led to the spolia- 
tion of subsurface minerals and the population of the total envi- 
ronment with indisposable- :ahd..;ibX|hMstea».^ ^ 
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extraction of energy increased the cost, both in the energy 

spent on the conversion and in the energy lost as the raw materials 

found their way to final consumption and waste. 

The cosmos has been not reversed but rather continues moving 

irreversibly converting low entropy to high; and, on earth, the 

process is the same, with man as part of this process, not a 

separate agent to it. Increasing population and improved technology 

1 

are entropy - hastening processes. It is, as Qeorgescu Roegen 
r-emarked* -as if the human species were determined to have a short 
but exciting life. 

: II' 

As the term economic development is generally known, it 
refers to a process whereby a contemporary society improves its 
control of the environment by means of an increasingly competent 
technology applied by increasingly complex organisations. It is 
the will to be modern to achieve change tiirough new ideas and 
actions, to create new structures and new institutions which have 
no direct antecedents. It is not something merely economic 
in content or connotation, but those social relationships and 
activities that move a social system away from a traditional state 
of affairs in which there is little or no social mobilization 
among its members. To achieve this, a shift of power positions 
is involved which gives rise to new groups - George Blanksten has 
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ussfully ciescribsci bbss© a.s '’asc©nd.eii‘t’' in.'terss’t groupsj wit;]! 
new functions-usually on the basis of non-traditional forms of 
social and economic differentiation 


The characteristics of this 

' I 

process are partially summed up in Daniel Lerner’s^ statement 
regarding the world-wide transformation from traditional to modern 
ways. The process he says ; 


*' ... worked itself out through millions of individual 
lives? many suffered, others prospered, while their world 
was being reshaped in the modern image. In the end, all 
men of the west had acquired a new style of life . . . 

But the process reaches different people in different 
settings and induces different dilemmas of personal choice 


Another theory, proposed by MeClelland, sees 'achievement 
motivation' as the crucial variable in individual impetus to 
growth and development. He maintains that traditional and agricul 
tural populations are generally low on achievement motivation 
because of blocked opportunities and exploitation. This leads to 
other social characteristics which makes these people unlikely 
candidates for development and modernization if left alone. 


During the nineteenth century the economy of India, like 
that of medieval Europe, was composed of regions each with its own 
systems of growing and getting, without unified markets or the 
economic uniformities which industry and ui^banization can bring. 


nf Traditional Society ; Modemiz 


2 Daniel Lerner, The F 
Ing the Middle East , 


Achieving Society , Princeton i Van 


3 David C. MeClelland, The 
Nostrand, 1961. 
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Economic History of India 

Vol. 


See, M.D. Morris and B. 1 
A Bibliographic Essay", ■ 
21, No. 2 (June 1961), PP 


Jnnrnal of Economic History, 


Oxford, 1907-1909 


The result was vast discrepancy between the economic sophistica- 
tions of the Presidency capital towns and the traditional primitive 
agrarianism of the rest of India. Unevenness of development had 
always been a feature of Indian economic life, but just as colonial 
rule had helped to upset traditional rankings in Indian society, 
so it attempted to reshape parts of its economic geography, and 
altering the inequality. Despite the large hopes of some policy 

makers in the early nineteenth century, British rule had signally 

4 . . ^ 

failed to revitalize the Indian economies. Only massive improve- 
ments in agriculture, which supported nine- tenths of its population, 
could have done so. But there had been no agrarian revolution. 
Indeed the later nineteenth century was a gloomy time of rising 
population, increased landless labour, sub-division of holdings, 
heavier indebtedness of the peasant and a disastrous series of 
famines. Cultivation remained "in the hands of small men, and the 
capital required for the cultivation of the soil is supplied in 
small sums by small capitalists to men of small commercial intelli- 
gence”.^ Thus, nineteenth century India had seen no extensive 
industrial development. But what appears more realistic to ask 
what had been the alternatives open to the people in India to seek 
a more competitive and viable economic basis for themselves and 
their country. A number of economists have declared that India 
must invest her human capital in rural development. So they must. 
But rural transformation is only part^of a more comprehensive 
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national transformation, livhether the country is still in the 
tight grip of neo-colonialism, or whether it is in the grip of an 
exploitative indigenous class is not a subject to be traced in 
this paper. But the fact remains that transformation and socio- 
economic betterment have not materialized for the vast majority 
of the people in India. And the clearest manifestations of this 
are found in both rural and urban areas. How might these conditions 
be ameliorated? Certainly not at the expense of socio-cultural 
milieu of the country. Something effective and purposeful needs 
to be done to bring traditional and modern population of the coun- 
try into a symbiotic relationship whereby there is mutual exchange 
of skills and resources. As long as millions live in utter misery 
and abject poverty (which might be both rural and urban - although 
urban poverty is more debilitating than rural poverty) , a true 
restructuring, of society, at least a change from misery to decency, 
will be impossible. Under the highly diverse and complex cultural 
backgrounds and sociological conditions of the population aspira- 
tions can be brought into line with reality and urban and rural 
areas can join together in the common task of restructuring the 
social and political fabric. What is needed is genuine progress. 
This cannot be achieved by means of ad hoc decisions, development 
plans which basically aid the few and not the many, piece-meal 
planning, or mere rhetoric without implementation. Thus far the 
discontentment growing out of accelerated rate of unemployme , 
inequity, poverty and misery, has largely been absorbed by a 
flexible social structure which has allowed for incorporation, 
but within distinct limits, of the masses of the poor into various 
structural niches. We can only .guess how much longer these safety 

■valves will operate. 
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There is a limit to which the economies of rural areas in 
our society can be diversified? Not only is the cost of rural 
development enormous, but we also need to ask whether it is sound 
policy to anchor more and more people to the land. At best this 
is a stop gap measure until agricultural efficiency has been 
increased. Unless the economies of rural India can create annually 
a vast number of new jobs, and radically dis-engage people from 
their traditions, rapid proletarianization in both rural and urban 
areas will be generally restricted. In the infinite variety of 
tenures and modes 'of cultivation, the Indian peasant remains an 
illiterate man, short of capital, of fertiliser and of healthy 
live-stock, tilling his few acres with implements unimproved since 

ancient times. 

Ill 

There is no complete agreement among economists as to the 
best strategy to foster economic development in the less indus- 
trially advanced countries. Some even argue that economic growth, 
in the light of limited resources and projection about further 
consumption, should not be accelerated if the earth is to survive 
human exploitation. Some have argued in favour of gradual 
development. Although economic development has been defined in 
various ways, two definitions vie for prominence : (i) the growth 
of aggregate output of a country^ and (ii) the growth in per 

capita output. 
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Since the advent of independence in India, it has become 
an accepted practice with the government to have '‘development 
plans" » These plans attempt to promote economic development in 
three main ways i (i) by increasing the overall rate of investment 
(ii) by carrying out special types of investment designed to 
break bottlenecks in production in important sector of the economy 
and (iii) by trying to improve the coordination between different 
parts of the economy. 


Today there are very few people who have not been affected 
by, and concerned with, the major social issues confronting our 
society. Especially the effects of uncontrolled population growth, 
waste, corruption, inefficiency, poverty, crime, violence, juve- 
nile delinquency, lack of political and educational facilities, 
and pollution are being deeply felt in the remote corners of the 
nation. Other problems also include the uneven distribution of 
resources among groups, caste prejudices, the generation gap, the 
adventures in development and social change, and the attempts of 
people to attain an economically and socially viable way of life. 
All these issues are somehow intricately inter-woven. It should 
be made clear at the outset, however, that the solution of many of 
these problems are impeded in part, at least, by a technological 
insufficiency, and lack of enlightened judgements on the part of 
planners and administrators to consider other peoples views and 
social goals with understanding. 

The common technique to accelerate economic development 
and change in our society has heeh.th^dugh the programs of commu- 
aitv develonment.- ' The nroghaiBS' should be: desi^^ to reach ^ . , 
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village people and to make more effective the use of local ini- 
tiative and energy for increased production and better living 
standards. In all of these programs there is a need to adapt 
improved knowledge and technology to the behavioural pattern of 
village people, or vice versa . This connotes organizational change, 
in most cases, of far reaching consequence to attain an economica- 
lly and socially viable way of life. 


The great evolutionary leap forward in techniques of growth 
and development came with the first Five Year Plan. "The central 
objective of planning is to initiate a process of development which 
will raise living standards and open out to the people new oppor- 
tunities for a richer and more varied life". Above all, 1952 has 
been notable for the new emphasis on economic policy. All the 
propaganda and capabilities of the party in power and economists 
were directed to increasing production. In a way, the constitutional 
emphasis on social and economic equality and justice was replaced 
by the theme that everyone should sacrifice for ^he economic growth 
of the country and not expect a higher standard of living. The 
Five Year Plans were modeled on the Soviet pattern of giving pri- 
macy to heavy industry at the expense of agriculture and consumer 
interests. After 1952 a new image began to emerge. I d‘ 
seen by most as offering a 'model’ for rapid development to the 
rest of the underdeveloped world. Most economists claim that 
during the first decade of the "planning" Indian economy made sig- 
nificant strides, first in rehabilitation from post-independence 
disruption, and then in substantive growth, particularly in the 
' industkal sector. ^ Pereas ;tho:'^^^ first decade 



roflsct; a. natrural pattsm of Indian iiisfory^ "the ovarall growtii 
record itself has been unspeakably depressing,” for as many as 90 
(out of 121) countries had a higher rate of growth of GNP per 
capita than the Indian rate during 1960-1978 (1.4 per cent per year 
GNP per capita (1978) 180 U.S. dollars)^ 


Even "though the planning process has become a part and 
parcel of modern economic growth, we have to contend with the 
reality that it has so far benefited mainly the upper strata of 
our society without the fruits of development reaching the poorer 
sections adequately". India has a 'potential for development in 
its large and v;ell versed labour force, but her initial commitment 
to emulate the ’ alien’ model of economic development has failed to 
provide material rewards to the people who increased their efforts 
towards the goal of achieving material power and prestige, both 
of which will raise standards of living. 


Augdsi; 19^ 


evelopmen 


ivh 



of "The National Scene. : A Cushion or a 
imes of India, February 7, 1981, Sham Lai _ 
on -E ra^c T i oHi in terms, of determining specific 
ties among different economic objectives# 
ms quite naturally' create conflict- 
one politicEil leaders, .who see the specific 
fferent ■perspectives# ’■’ The .task - of ■ 

ions Is £Lso>.d,f pc«rae, a significant problem 
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from the given social context, have often gone wonkey.® Also, 
the 'germ of doubt' has multiplied over the years in the minds 
of the people and come to infect the entire body politic. 

Under present system of decision-making all priority problems have 
teen matters of ideology, they tend to be elevated into issues of 
legitimacy, and it is nearly impossible to treat them as matters 
of opinion among well meaning men. The social consequences of 
our economic policies may be more significant and problematic 
than the economic consequences. The early stress on the growth 
and development of heavy industries favoured the urban labour force 
and in many respects made the Indian workers an advantaged citizen 
in comparision with other groups in the society. Industry and 
government workers were given job security, and their wages gene- 
rally have been higher than rural labourers could hope to obtain. 
The economic policies have continued to give the urban industrial 
worker economic rewards great enough to keep him satisfied. Since 
the mid-1970*s, when the focus of Indian economic strategy shifted 
from heavy industry to agriculture and decentralized modes of 
production, public attention to labour has declined but material 
advantages still remain. 

For the past three decades, growth considerations have 
coloured any discussion about development in India. Assuming 
both effective economic controls and the most favourable possible 
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rssul’ts froiH programs aimsd, al; a iiigtier standard, of living for 
the masses, India has only witnessed 'the economic maliase' (see 
Table 1). It was assumed that development strategies would 

Table 1 

Indicators of Development 


A. 

Average Annual Growth Rate (%) 

1960-1970 

1970-1978 


1. GDP 

3.6 

3.7 


2. Agriculture 

1^9 

2.6 


3. Industry 

5.5 

4.5 


4. Manufacturing 

4.8 

4.6 


5. Services 

5.2 

4.6 

B. 

Average Annual Per Cent. Inflation 




Rate^ 

7.1 

8.2 

C. 

Labour Force (% ages) 

I960 

1978 


1. Percentage of working 
population (15-64 years) 

57 

56 


2. Agriculture 

74 

74 


3. Industry 

11 

11 


4. Services 

15 

15 

D. 

Average Annual Growth of 

Labour Force 

1960-70 

1.5 

1970-78 

1.7 


eventually produce a broad middle class with values and life- 
styles resembling those of industrialized nations, despite the 
economic pattern of continued scarcity. Accumulating evidence 
now indicates that development strategies do not and cannot produce 
the ej^ected results. The social distance between the growing 
urban mass (new elite) and the vast rural poor is a new phenomenon, 
unlike the traditional pattern of discrimination known in India. 
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This new discrimination is not a transitory thing which can be 
overcome by development strategies. On the contrary;! submit 
that one of the reasons for the awakening frustration in the majo- 
rities is the progressive acceptance of the "liberal myth", the 
assumption that economic planning is an assurance of growth and 
social integration. Since our plans were modeled on the Soviet 
pattern of giving primacy to heavy industry at the expense of 
agriculture and consumer interests, the ideal of economic develop- 
ment was a creative utopia. But the same planning which worked 
in the initial stages for sober economic activities and obtaining 
sources of credit and technical assistance has now become an 
oppressive idol which protects those v/ho are already benefited by 
it. The number of satisfied clients who benefit from development 
s-^rategies every five years is much smaller than the number of 
frustrated poor and the unemployed who are conventionally judged 
by their failure for use in a marginal labour and productive pool. 
This results in socially and politically acceptable forms of dis- 
crimination which benefit the relatively few achievers. Economic 
Planning allows a head start to be rationalized as an achievement. 
It gives to privilege not only the appearance of providing advanced 
technologies but also of generosity. Development strategies have 
become part and parcel of a society in which a minority, a small 
group of people is on the way to becoming so productive and 
exploitative that the majority must be planned into disciplined 
consumption. Development issues ,therefore - under the best of 

Circumstances - help to- divide our society, into two groups . those 

, ■ y . ris6 ' p6rs 0118.1 

so productive that their 'expep-tp^f°h.f. . 

, T •’ -p Vi ' Kevond tha'-^h^ average, and 

..and corporate income lies fa^-.b^y*^ ■ 



the overwhelming majority, whose income also rises, but at a 
rate clearly belov7 the former’s. These rates, of course, are 
compounded and lead the two groups further apart. Obviously, the 
industry, commerce, advertising, participation and decision- 
making process in politics is different for both groups as a matter 
of principle. Thus, these two paradoxically opposed groups in 
nnr society have almost sealed themselves off from each other. 


The time has come to recognise the 'real' burden of the 
development strategies in India, so that we may become free to 
envisage change in the social system which now make development 
strategies a necessity. The thrust of this paper has been to s gg 
St that we plunge our imagination into the construction of scena- 
rios which would allow a bold reallocation of planning functions 
among Industry, politics, short growth retreats, and intensive 
preparation of masses for overall economic betterment. The cost 
of 'strategies' must be measured not only In economic and political 
terms, but in social terms as well. Development plans, in an 

. .... colonial. : conservative perspectives 
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The move from the village to the city in India frequently 
means a move from a world where status is explained as a result 
of inheritance and achievement into a world where it is explained 
as a result of development. A close look reveals that this 
development system has built a narrow bridge across a widening 
social gap. As the only legitimate passage to the middle and lower 
middle class, the development strategies restrict all unconven- 
tional crossings and leaves the under-achiever to bear the blame 
for his marginality. Once it is understood that the cost of 
development is not inferior to the cost of chaos and cultural 
dis-integration, we might be on the brink of courageously costly 
compromise. Today it is as dangerous in India to question the 
myth of social salvation and change through development strategies 
as it was dangerous 300 years ago to question the divine rights 
of the Catholic kings. 


of growth, accentuate and rationalize the co-existence of two 
'societies’, one a colony of the other - pluralism of inequality, 
of differentials in wealth and access to the advantages of wealth. 
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ON THE ODNCEPT OF DEVELOPMENT ALTERN^IVES 


raised in the poser circulated for this 
3rowth Revelentat? It is the contention of this 
ideology of economic growth , of capitalist 
ccumulation and circulation of capitalist 

variety has proved to be irrelevant 
that economic 
rant . "But the 


seminar iss Is hconomu 
paper that certainly tl 
revolution by means of 
production of even ■' the ’planned 
alround? though in the same breath we cannot say 
’development’ or progress has also become irrele 
Rostovian Comet (The Stages of Economic Growth) 

hn-rirnn finally to vanish into the academic haze 



The position this paper takes is that any serious-fflinded 
debate on the question of development alternatives cannot evade 
the ideological issues. Anyway, by now the seemingly new technical 
approach to the alternatives question has to a great extent 
already proved to be futile. An ideological approach does not 
necessarily mean taking a dogmatic position such as that the only 
alternative to the vagaries of the capitalistic system is authentic 
socialism. Anyway, this canot be debated from forums like this one. 
Development is the path towards social change and transformation 
which is realisable only through the widest possible participation 
of the masses. This is not being talked in the sense of "people' s 
participation” at the terms set by the dominant classes. The role 
of ideology should be understood in terms of understanding of the 
existing class-based social reality and the creatioh of an alternate 
social reality i tt is only through an ideological confrontation 
between the dominant and rising classes that a re struct ing of the 
oidic-blng ead-tai plec« and a mw representation of 

social reality emerges. In the process ■ ideological confrontation 
also contributes to the development of scientific knowledge. 
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In contrast to the modernization school, the ' development of 
underdevelopment' school : with its firm roots in Marx, Lenin 

and Paul Beran, has oriented itself historically to the ^read and 
evolution of coital ism, iirperialism and neo-cap ital ism and the rise 
of counter-forces to challenge the division of labour which causes and 
sustains underdevelopment. It errphasises economic-based realities 
such as modes of production, class formation and class conflict, and 
delineates the processes by which class-based domination is achieved 
or threatened. Whatevet the theoretical status the academics might 
attach to it, it presents a powerful critique of the theory of Economic 
Growth based on capitalist accumulation and circulation. That the 
developed countries and underdeveloped countries are not two separate 
worlds atall. They are In reality the top and bottom side of one and 
the same world} that historically the improver ishment of the subjugated 
countries and regions conlnced with the accumulation of wealth in the 
metropolises; that the developed • centre and irrpoverished periphery 
patterns pervade between countries and within regional and local units 
within countries and that the kind of development on one side and 
underdevelopment on the other side are in mutual and dialectical 
interdependence . 

In the summing up part of the basic discussion document prepared 

for the seminar, Prof. B.K. Joshi has pointed out some limitations of 

what has been termed as the dependencia school — though I prefer the 

much more meaningful expression given by A.G. Frank "development of 

underdevelopment" - mainly that it applies more closely to the field 

. frilthe capitalist system ^ . 

of ©conomic rolsitions^nd 3s niuch sny despondency phenomenon 

in socialist countries should be precluded, which does not seem to the 
real fact. The second part by the arguments Jot really lirportant, because 
to the extent unequal economic relations still exist within socialist 

countries? the dependency pehnomonon rnust operste^snd some prominent 



participants in the theoretical exploration on th««e lines do 

of 

express concern for the existence^'Social Irrperiallsm'’. 

This, in fact, increases its validity. 

Some a^ects of the centre-periphery relations have been 
stressed in present-day liberal economics as well (e.g. by Prebish 
and Myrdal); more ^ecifically that free trade and international 
division of labour causes continued "backwardness of less developed 
countries (LDCs). They simultaneously also enphasiaa the role of 
social institutions and value systems prevailing in these countries in 
evaluating the phenomenon of underdevelopment* But they do not go 
deeper into the historical oauses that created these centre s-iuc-riphery 
relationships or of the social institutions or value systems of the 
LDCsi 

Creation of underdevelopment 

But the theoretical and eiiperical bases of by means of^capitalist 
penetration which transforms non-capitalist societies from relatively 
self-sufficient organisations for the production of use-value to 
specialised and dependent units producing exchange-values is well 
established. Plainly the drive to accumulate lies at the centre of 
,the.„theory btt this necessitates the creation of a geographic landscape 
to facilitate accuirajlation through production and circulation. Of 
late, there have been many atteupts in constructing a theory of 
accumulation on an es^anding geographical scale. Thus to the global 

a structure of hucan 

settlements, which is basically determined by the mobility of production 
factors e.g. raw materials) raw— labour and raw capital, which flow 
from the periphery to the centre and then counterflow to the periphery 
in the shape of processed consumer and capital goods, professionalised 
labour and financial capital, but with the added significant difference 
that the control mechanism governing the counter-flow stay at the 
'centre'. 

Thus, in the process of "development" the perlohery is 
enveloped in a growing dependency relationship with the centre •• 
the,.perlphery-countries, with the-centre-cotintryi the periphery region 
with the central region and the rural per^hery with the urban centre. 


The relevance of this theoretical approach is well-exenplified 
by the works of Susan George (how the other Half Dies) and others 
engaged in issue-oriented development research, about the "food 
systems". It is being mentioned here, because some scholars (e.g. 

Johan Galtung) have stated that food was an exception to the general 
mobility pattern of production factors from the periphery to the 
centre. Susan George has abundently revealed how the power game 
is building between the "hungry and power hungry", how ihe industrially 
advanced countries or the North is gaining control over the world’s 
food systems through seemingly good-intent ioned interventions. 

This theoretical approach does provide a powerful critique 
of the economic growth and helps us atleast to Identify the stateglc 
options open to us to counteract the forces and mechanisms of 
exploitation, at all levels. More inportantly, its enconpass the 
role of the people in ejqo editing the process of development and 
shape thoi^ own destiny and not remain dependent on the ruling classes 
which use "development" , «• the proverbial carrot dangled before the 

people for political patronage and manipulation so long as the 

economy provides a scope ,f or tight rope walking; and if .economic , 
stagnation prevails to, substitute ^development* by plain repression. 

It does give the peoole^to formulate their demands in the correct 
perspective of social transformation and to thus create the "Peoples 
Path to Development." 
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SELF-RELIANT DEVELOPMENT, EXTERNAL BORROWING 
and ALTERNATIVE STRATEGIES FOR DEVELOPMENT 


Kamal Nay an Kabra 



Self-reliance or self-reliant development (SRD), with 
its openendedness, has been an important part of the goal- 
structure of many developing countries. Similarly, external 
borrowing, aid, or international resource transfer, has been 
considered an important instrument designed to help developing 

countries, while at the same time, meeting some important 
economic (let alone political) needs of the developed economies. 
There evolved some development strategies which wove together 

the pursuit of self-reliance and increasing, recourse to 
international borrowing. The experience of many poor countries, 
like India over the last two three decades, seems to belie 

many of the earlier expectations from this intertwining of 

self-reliance and international resource transfer. Quite a 

good deal of literature seems to be concerned with these 
issues. In the present paper, it is attempted to analyse the 
multi-dimensional relationship between self-reliant development 
and external borrowing within the context of alternative 
strategies for development. 

In Section I, the place of self-reliance In the goal- 

oon-ntTips is discussed, taking note 
structure of developing countries 

of various pressures and compulsions for and against adoption 

of self-reliant development whether prior to, 





or in conjunction with economic development. Since a complex 
set of internal and external factors are ranged for and 
against SRD, including the cultural and intellectual aspects 
of SRD, the struggle shifts to conceptualization of SRD in 
order to determine its content, policy implications and rela- 
tionship v/ith a strategy of development . 

In Section II, a specific, short-run, tactical concept 
of SRD, derived from the dominant paradigm of development 
economics is discussed and elaborated. It stresses external 
viability, particularly on the current account BOP and assigns 
a certain, tactical role to external borrowing in the achieve- 
ment of SRD. 

Section III, takes up an elaboration of the implications 
of the BOP based tactical concept of SRD, alongwith its import- 
substitution, export promotion implications. It is shovm under 
what conditions the tactical perspective can be made to serve 
the needs of SRD. The implications of the tactical concept 
for long-term , production structure and export-orientation of 
the borrowing countries especially in the current contex 
world trade and heightened need to earn foreign exchange seem 

to shift external borrowing from "the solution set" of SRD 

IT j-ii +hrDiiP'h many channels like worsening 

back into "the problem set througn - y 

T ■fToKiiitv of resources for strength- 
terms of trade, reduced availabil y 

enlng public sector and rising export-orientation. This process 
nay nai.e the borrowing countries obtain less by way of borrowing 
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than the amounts outflowing by way of debt-servicing. Thus 
there arises the need to borrow at an increasing rate pushing 
these countries in a veritable debt-trap. 

In Section IV, the links between short-run tactical 
reliance on external borrowing and long-run structural trans- 
formation policy of import -substitution are discussed. It 
is attempted to show that the concept of import-substitution 
derived from the tactical SRD perspective focusses excessively 
on production structures and tends to bring in an imitative 
pattern of growth. Owing to a combination of factors like 
neglect of demand and market aspects, reliance on protective 
tariff and increasing role of foreign capital, enterprise and 
technology, import-substitution tends to bring about greater 
external dependence. These consequences are related to the 
GW concept of growth and the strategy following from it. 

Owing to these factors, coupled with the neglect of the 
strategic links between mounting debt -servicing and the stru- 
ctural distortions (in the form of export-orientation and 
self-induced increasing borrowing) , it is inferred that such 
import-substitution tends to ensure a rate and pattern of 
growth both antithetical to SRD. 

Next Section V raises the question of the impact of 
external borrowing on the size, structure, and growth of home 
market, an important internal factor in development. It is 
attempted to show that the GNP growth based variant of SRD with 
its instrumental role of external borrowing can at best produce 
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some rather limited, short-run effect on the widening and 
deepening of the home market which may be off-set on account 
of import- surplus financed by external borrowing. Moreover, 
such borrowing will tend to heighten the implications following 
from imitative, dependent growth inherent in tactical concept 
of SRD which increases the export-orientation of the economy. 



In Section VI, an attempt is made to see the theoretical 
bases and underlying assumption of the BOP based variant of 
SRD. It appears from a critical analysis of the processes of 
import -substitution and export-prcmotion which were activised 
in order to attain BOP based SRD that this concept was not 
based on an adequate historical analysis of the dependency 
nexus which was at least implicitly sought to be ovorcomo. 


development planning and arose from new relationships between 
national and international capitals giving rise to a new form 
of dependency. Our formulation of the concept of SRD has to 
be based on the present character of international relation- 
ship which may be described as international State collective 
monopoly stage which demands world capitalist integration. 

In this setting, the market forces have to be the instruments 
of new international economic relationships, and internal 
processes of development have to be similarly dominated by 
market forces. In so far as genuine SRD accords primacy to 
virr 1 niiaHa throuffh the use of local resources it 
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comes in conflict with capitalist economic development. 

Capitalist economic development with its strong affiliation 
to TNC’s dominated international relationships can give no 
different content to SRD than is available under tactical, 

BOP concept of SRD. Even in countries like India with import- 
substituting industrialisation with accent on capital good, 
and public sector, the basis for S.RD could not move beyond 
tactical SRD. It is suggested that SRD has to be concerned 

with the primacy and relative autonomy of internal factors, 

forces and processes of development based on symmetrical 
international relationships in political, economic and cultural 

fields . 

In the concluding section (VII) , we try to pull together 
various threads in our argument and view the outcome in the 
context of alternative strategies for development. Thus we 
try to show that the difficulties inherent in the current 
BOP account viability concept of SRD cannot be overcome simply 
by replacing it by external viability in the overall BOP. 

This is because the limited external viability concept and 
tactical reliance on external borrowing for attaining such 

• +nTn derived from GNP growth strategy 

viability are, m their turn, aeriveu 

of ” development *' . 

4-4- + -i-n r-hinte external viability to 

In fact, an attempt to reicLio 

overall BOP moves it beyond the parameters ^of BOP and ^ 

it to the structure of production, ownership and centre p 

technological Choices, resource mobilisation, employment ^ 



generation, development of home market etc., which in their 
complex inter-relationships define an alternative strategy 
of development. Such a concept of SRD has to be rooted in a 
historical and holistic concept of development taking explicit 
note of the power-centered processes which lie behind the 
content of goal structure and strategy of development. Thus, 
the antithetical relation between SRD and external borrowing 
arose from the overall strategy and political economy of 
development. It means that no' general, blanket case against 
external borrowing has been made; only its self-defeating 
implications in the context of its placing in a particular 
(GNP based) strategy of development have been brought out. 



One thing which must be stated at the outset is that 
the goal of self-reliance arises from some notions of inde- 
pendence, autonomy and/or self-sufficiency.'^ It is obvious 
that in a poor and backward society the greatest enemy of such 

self-reliance and independence is the basic underdevelopment 
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of these economies. As a result, it can easily be appreciated 
that without simultaneously ensuring a rapid rate of development 
and a qualitative transformation of the nature of the economy's 
relationship with the rest of the world, no SRD can make sense. 
Therefore, an important consideration in determining the frame- 


d to ensure simultaneously a fairly 


work for SRD is thi 


sizeable and sustained rate of non- imitative development. It 


appears, particularly in retrospect, that one of the reasons 
responsible for the mist surrounding the concept of SRD arise 
from an inadequate understanding of the relationship between 
the rate and pattern of development. 


In other words, SRD has to be an essential component 
of development and not merely an appendage of a process of 
quantitative economic growth which subsequently may give the 
poor economy strength to snap its unequal ties with the domi- 
nant economies.^ Rather, it has to be a process in which the 
external links of the poor country are so regulated and 
reformulated on the strength of its political emancipation 
that its internally initiated processes of development are 
helped to proceed smoothly and rapidly. This process, it 
must be admitted, is not without its tensions and contradi- 
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ctions. For one thing, snapping the ties with the erstwhile 
colonial masters and other imperialist centres causes dis- 
ruption of existing techno-ecanomic relationships. Second, 
the national capitalist class may be in its infancy and 
deprived of hegemony. Given its weaknesses and absence of 
prospects for primitive capital accumulation, it may fight 
shy of breaking off its trading, financial and technical 
relationship with the world capitalist system. Thus, its 
pursuit of the policy of redefining and regulating its ties 
with the developed economies. 


However, it would be naive to assume that with the 
onset of the process of decolonisation the imperialist 
countries become passive spectators who would like to remain 
at the receiving end of the unfolding process of reshaping 
of the international economic relations. Despite greater 
mutual dependence among the developed countries, their vital 
interests are involved with the developing countries, ihey 
use their power, including the processes involved in the 
transfer of power to local interests, to see that any re- 
fashioning of the international economic relationships does 
not cause too much and avoidable harm to their interests. 



the goals and strategies of development, with or without the 

involvement of their local counterparts who were recognised 

and selected mostly on the basis of yardsticks of assimilation 

. 9 

of and mastery over the alien paradigm. Thus the indigenous 
processes and forces of development had to content with the 
subtle and substantive interventions by the departing imperia- 
list forces. It follows from the above that the simultaneous 
pursuit of development and SRD is a difficult exercise vulnerable 
to many internal and external pressures, not only in operational 
terms at the stage of policy planning and implementation but 
even at the conceptual level. 


10 



=nt and for economic policies in general but also for the 
of incentives, motivation and methods of instituting 
iconomic processes in decision-making and control 
; as well as in real production-distribution spheres. 


The implications of the pursuit of development embracing 
.RD as an integral component in terms of resource mobilisation, 
lattern of development and the institutional complexion do not 

lecessarily square with the interest and aspirations of the 

lomlnant sections in the poor countries like national capita- 

.ist class in industrial and non-industrial sectors. Since 

primitive capital accumulation Is not feasible in present day 

poor countries, in the manner it was in presently deroloped 

countries In the early phases of their development, resource 

nobilisatlon means a draft on the surpluses moving under the 

control of the better-off sections. The constraint of capital 

and intermediate goods dictates that, even if the market pro- 

, j a-- +hrti'w uo "the requisite finance, the 
cesses can be made to tnruw up 

4.- lo o +-n hp seared in favour of such goods 
structure of production has S 

at the cost of non- wage goods. 

•-h -rl so dictate such technological 

Moreover, it would also qi 

ic-f-ivplv greater use of labour in pro- 
choices which make relati e y S 

cessing domestic primary products in order to turn out wage- 
goods and producers, goods with minimal need for imports. 

It would also require quick strides in agricultural produoti- 

w-a raw materials, export surpluses and 
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savings on the basis of indigenously available resources. 

This would minimise the recourse to HYV - chemical fertilisers 
based betting-on-the-strong-strategy on account of its 
im port-content and lack of adequate motivation (without appro- 
priately lucrative farm prices which, if provided, would in 
turn, defeat the objective of raising domestic rate of saving). 
Similarly, a restructirring of the pattern of private corporate 
industrial investment in favour of Department I and wage-goods 
industries, critical for self-reliance, would mean either 
unattractive rates of return for potential and actual entre- 
preneurs or the growth of state sector which tends to weaken 
the relative position of national capitalists. 

These fears and foibles of the ruling echelons find a 

sympathetic response in the interests of the imperialist powers 
threatened by planning for development incorporating SRD. 

Thus powerful internal and external forces seem to find a 
common ground for gunning at the pursuit of SRD. The existing 
economic linkages between the imperialist develop ^,d countries 
and the newly emergent poor nations, the internal power con- 
figuration in the poor countries, the compulsions of their 
present, lop-sided economic structures and the dominant 
paradigm of development economics further help m making such 
policy choices which tend to move away from SRD. 

Yet it is difficult to make short work of SRD because 
it represents not only the aspirations oi national liberation 
and freedom movement but .also embodies prospects for acquiring 


\ ; 


fill?; 




I; -I, 

t 

li*ll 

ll'l! 

llVl' 

'i '' ' ' 
?f; 




12 


power and strength by national capitalist classes. More 
importantly, resumption of the process of economic growth 
also needsa renewed emphasis on domestic factors for the 
simple reason that too many uncertain and nationally un-contro- 
llable factors tend to intervene in externally-oriented processes 
of development. Hence there has constantly been going on an 
operational exercise of determining the content, depth and 
sway of SRD. The rejection of both development first and self- 
reliance first alternatives (not so explicitly but largely in 
a tacit manner) in favour of the simultaneity of the two gave 
an operational urgency to the task of determining the content 
of SRD for It would be an important factor in the choice of 
strategies of development. 


It has always been understood that even in the most 
restrictive sense of the term, SRD has to take external via- 
bility as an essential component of development. External 
viability can be understood in many ways; the most popular 
connotation being the capability of an economy to obtain on 
commercial-economic basis whatever it might need 
through external economic relations. In plain terms, what it 

, + ic racability of an economy to pay for all 

has often meant is the capao-Li y 

its imports by its exports. In BOP terms, what it moans is 
that, for over a fairly reasonable period of time, a country's 

balance of payments have to be brought in epullibri-. Since 
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the current account generally accounts for the largest single 
block in the BOP, it has sometimes been suggested that if a 
country manages to pay for all its imports, it can be said to 
have achieved a fair degree for external viability. 

This certainly is a very restricted interpretation, 
especially in a growing economy where imports are needed 
primarily or increasingly on account of past or current 
investment programmes. That is to say, as an underdeveloped 
country undertakes efforts towards development, being a late- 
comer on the path of industrialisation, and lacking a structure 
of production capable of supplying investment goods, the 
importance of capital and maintenance imports increases. Thus 
as the process of development gathers momentum the preportion 
of capital goods and maintenance imports to total imports 
incx^eases. So is also the case with import of technology, 
consultancy services, etc. Given precarious BOP position, the 
additional imports increase BOP deficit which has to be financed 
by capital account transactions capable of increasing foreign 
exchange inflow through loans, equity, grants and/or running 
down of reserves. The net result is an increase in the 
unbridged gap in BOP leading to intensification of foreign 
exchange constraint on the process of development. That is to 
say, self-reliance in the balance of payments would require 
capacity to pay not only for current imports, but also for 
imports of financial resources in various forms which are 
essential for implementing a programme of development. In 


'i;: i 

, ■ 'f ' .• 






other words, as far as the BOP of a country is concerned 
has to be balanced in the overall sense of the term, i.e. 
current as well as capital accounts, including invisibles 
and financial transactions. 


Here, there arises a difficulty. If the under-developed 
countries are supposed to be suffering from a resource-gap. 

Ah 

both in physical and in financial terms, then it has often 
been suggested that during the early stages of development 
import of capital or finance to bridge the savings and foreign 
exchange gaps is also an essential facilitating factor in the 

A iZ 

process of development. It is on this basis that it has 
been suggested that the underdeveloped countries need what 
has come to be known as external financial assistance meaning 
thereby import of financial capital, both on public as well 
on private account, in order ultimately, to end dependence on 
such external assistance. That is to say, the proposition has 
become : the greater is the commitment to SRD and the sooner 
we want to axhieve it, the more external assistance is needed 
at present. For the strategic goal of SRD, a tactical reliance 
on net resource transfer from abroad is required. For quite 
some time this thesis of external assistance to end external 
assistance has remained a popular theme in writings on problems 
of planning for development. 
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accent on import of capital equipment, intermediate goods and 
teciinology, P-iven the general paucity of investible resources, 
the enhanced requirements of foreign exchange tend to dicta,te 
a certain reliance on international resource transfer. That 
is to say, SRD can be pursued in a phased manner. To begin 
with, let it be concerned with the problem of balancing the 
current account of the balance of payments, through liberal 
infusion of foreign funds through borrowings, grants, invest- 
ments, etc. In this manner, it may be suggested that a narrow 
but realistic concept of SRD came into being. It emphasised 
short-run external viability increasing efforts towards import- 
substitution and export-promotion, especially in what came to 
be known in countries like India as non-traditional exports 
(which were kept in a low key in the past owing to the policies 
of the colonial State). In this exercise, a prominent place 


was accorded to the import of capital to lubricate the process 



of import-substitution by correcting the lop-sided industrial 
structure bequeathed by the colonial regime. In this process, 
SRD as a concept was given an operational meaning in an 
appropriate tactical perspective. 


It is a concept which has direct implications in terms 
of certain attributes of the pattern of development. However, 

some of the implications of the thesis that initially 

from the developed countries 
increasing inflow ol resources Jrom inc ucvt.x 
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is ssssriijial for fichioving Gxiomsil viability In tho long run 
by promoting import-substitution in industry, agriculture and 
other sectors need to be carefully 'worked out. When a country 
borrows resources from the rest of the world (outright grants 
cannot normally be considered a significant source of resource 

■d Q 

transfers from the developed to the developing countries), 
it brings in some resources capable of generating productive 
capacities in the borrowing countries. In return for the 
facility of generating productive capacity beyond the means 
permitted by internal resources, such foreign credit imposes 
on the borrowing countries the obligations of not only repaying 
the loans after the contracted period of the loans but also 
an ongoing obligation of debt-servicing during the period the 
loans remain outstanding. On the basis of this two-fold 
relationship (enhanced productive capacity on the one hand, 
and repa3raient and servicing' obligation on the other), it can 
be suggested that, if on balance of comparison of these two 
effects of international capital movements, it appears that 
the advantages of increasing productive capacity in excess of 
what is permissible by recourse to one's own resources exceeds 
the costs and burdens imposed by the obligation to repay, it 
is useful to go in for such capital imports. In fact, such a 
policy of permitting an inflow of resources from outside is 
then considered a blow in the direction of ensuring a speedy 
march towards SP© in so far as it is related to balancing of 
the current account of a nation's BOP, alongwith stopping up 
of the rate of growth of the economy* 



irly long period of time and over much of thi 


pectrim of public opinion such a view held sway 


in terms of foreign currency i.e. by way of increasing foreign 


resources flow in from 


rnings. As more and mo r 


the rest of the v/orld, the repayment and debt servicing 
obligations assume sizeable dimensions tending to pre-emptorily 

commit a rather large part of the total foreign exchange 

?0 . . . • 
earnings for the purpose. To meet the rising debt servicing 

ratio, what a country needs is to earmark a part of its 
current output for purpose of meeting amortisation and interest 
payment needs (i.e. increase its current savings in home 
currency by an amount equal to debt-servicing charges) and 
then, through a surplus on its current BOP , convert the savings 
into foreign exchange equivalents which can be used for dis- 
charging debt-servicing obligations. To the extent externally 
obtained finance enables a country to invest beyond its current 
savings, it requires additional savings in future. To the 
extent that external borrowing enables a country to obtain 
goods and services from abroad without making a draft on current 
availability of foreign exchange, such capital inflows necessi- 
tate in future an increased disposition of a country s output 
and/or resources for external markets in order to generate 
foreign exchange resources needed for debt servicing. External 
debts then amount to postponing the current problems for tho 


future with added dimensions 



ciuuxoxonai production capacities brought 
into being by external borrowing not only lead to net additional 
output (after meeting debt-servicing charges) but also relax 
external real conditions of growth (i,e. either domestically 
supply the needed goods and services or enable domestic pro- 
duction to be exported to earn foreign exchange for buying 
the required investment and wage goods), they justify postpone- 
ment involved in foreign borrowing. In this situation, the 
loans become self-liquidating and fresh loans do not pile up 
on earlier ones increasing what Abbett calls "the crippling 
backlog of accumulated debts.”^'^ In case of GDA, what are the 

conditions for the loans to become self -liquidating? Lewis 
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has specified four conditions for the loans to become "not 

a burden but a blessing, the larger the debt burden, the better 
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off the country will be." Ihe conditions are as under ; 

(1) The loans must add more to national income than it costs. 

It must however, be added that the "net positive returns 
criterion" should include not only the apparent financial 
costs but also the other hidden and not-so-hidden conditions 
which reduce the returns. Similarly, all the positive 
benefits, especially those capturable in the form of additional 
output over the life of the loan, must also be taken into 
account in arriving at net returns. (2) The additional income 
may originate in the economy but may not show up in the budgetar; 
resources. The borrowing governments may then be faced with a 
^’epayment crisis. (3) Additional domestic positive returns 
accruing to government do not meet the needs of servicing 



foreign debts unless these can be converted into foreign 
exchange. That means the inflow of external resources must 
transform the production and/or trade structures of the 
borrowing countries through encouragement to import- substitution 
and/or export-promotion.'^ Export-promotion, moreover, must 
take note of "effective exports", i.e., the domestic resource 
cost of each unit of foreign exchange earning. (4) These 
three conditions must have a temporal profile less than or 
coinciding with the term of the loan, so that when the loan 
contract is over, no net liability is bequeathed and during 
the period of repayment means for discharging obligations are 


From the above, it follows that the scale of and persis 
tenca with external borrowing has to be viewed first in the 
context of a country's long-term potential position vis-a-v^ 
the world economy (i.e. on a realistic assessment of its total 
export potential and/or import -substitution potential, giving 
its net foreign exchange position in future). Then, the 
domestic question of the capacity of the state to mop up and/or 
generate adequate resources i.e. the political economy of the 
country in question, is also a factor determining the capacity 
to borrow.2S ihe other two, basically financial criteria, alone 
would not suffice in this connection. 


It follows that the question of external borrowing turns 

present and potentialyrela^^^^^ economy , , 

world economy. Foreign borrowing can, in fact, 



present xo xne puueiibxa-L pubJiuxuix xxi uu.*- 

detailed and careful planning^^ keeping in view the four cone 
tions discussed above, is undertaken. This is probably v;hat 
is meant by tactical reliance on external borrowing for 
attaining SRD. In this perspective, foreign borrowing is usi 
in a planned manner for changing the material and technical 
character of the reproduction process in such a way that the 
externally-related components of the economy become more 
effective, i.e., find a new, different and equitable place i 
the international division of labour^ 


Thus the potential impact of external borrowing depends 
on the framework, form and specific manner of its utilisation, 

i.e. on socio-economic, technical, administrative and political 

framework in which it is resorted to and utilised. The size 
and duration of continuation of a tactical policy of external 
borrowing form parts of such a framework and hence are critical 

whir.h influence the impact produced by external 


borrowing. 

Ths Post-Second War eKperience of Third World countries 

suggests that except for petroleum producing countries, there 

which have a sufficiently elastic 
are hardly any poor countries w 

• 50 rphis is especially so in the presei 

foreign exchange earnings. Th 

dominated by the developed market 
context of the world trade dominaiuu y 

_ -r-nnnt of structural and production 

economies . This is also on ac 

u. . • 4-0'^ both noor and the rich countries and 

constraints pertaining to both p . 





the deliberate protectionist policies of the latter. The 
transfer of external borrowing from "the solution set" to "the 
problem set*’ of under-development also arises from the connection 
between direct and/or indirect support to production and con- 
sumption of luxuries on the one hand, and external borrowing 
on the other, owing to fungibility of credit and acceptance of 
marginal expenditure items caused by enhanced availability of 
funds. 

It follows that as far as external economic relations 
and SRD are concerned, the crucial conditions relate to the 
necessity to generate export- surplus to meet the inherent, 
iaf3pxi-We obligations of repayment of debts (except for the 
saving grace of debt-rescheduling which is but a polite 
expression for averting imminent default). Thus, in the policy 
package following from SRD, particularly based on external 
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borrowing export-promotion acquires an important position. 

That is to say, on account of transactions on the capital 
account in the past not only the current repayment liabilities 
increase but a long-term implication on the production stru- 
ctures of these economies is also imposed which necessitates 
increasing production of goods and services which are destined 
for the external markets. It follows that the strategy of SRD 
under discussion necessitates a pattern of development with a 
large and rising proportion of exports to GNP - irrespective .f 
the nature and size of its resources and, place in the emerging 
pattern of international division labour, including the 
of such participation. , ■ i, - 
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However, the- pressures to increase export earnings 
arise from many other sources besides repayment and debt- 
servicing like the leakages from investment multiplier and 
from the marginal propensity to consume. It is well-known 
that import-substituting industrialisation with accent on 
Department I industries increases the demand for import of 
capital goods, components, raw materials, technology, etc. 

Even many primary products owing to their level of production, 
their rate of growth, imbalances and periodic fluctuations 
continue to generate need for imports. All these have to be 
procured either by increasing exports or by further borrowing 
which only postpones and heightens the need to increase exports. 
As mentioned earlier, since absolute volume of imports can hardly 
be reduced by successful import-substituting industrialisation, 
atleast of the kind witnessed in countries like India, the need 
to increase exports to finance them must steadily go up. 

Therefore, export promotion to increase the country's 
foreign exchange earnings becomes an important pre-occupation 
of public policy. Self-reliance was taken to mean creation 
of such a magnitude of export earnings as can match the multi- 
farious demands for foreign exchange, but now the latter have 
to include those arising from the pursuit of self-reliant 
development through import— substitution in the medium or long- 
run through initially (i.e. short-run) increased reliance on 
imports. In fact, since the bulk of external credits were 
contracted on government account, the debt-servicing charges 






lock up a good part of the budgetary resources of the poor, 
borrowing countries’ governments, reducing the ’’freely” 
available part of public resources for fresh investments. 

In this way not only the process of expansion of public sector 
through fresh public investment is checkmated, but by emaciating 
the main source of fresh investment, the overall growth dynamics 
of the economy comes to suffer. In so far as public sector is 
an important prop for SRD, owing to its role in reducing the 
sphere of operations for TNCs in high technology," Department I 
industries alongwith its countervailing role vis-a-vis domestic 
big capitalist^^ and ’’the somewhat limited but neverhteless 
real autarky of public sector managers, who often follow the 
growth logic of their huge corporations”^^ in order to strengthen 
structural and technological independence, its curtailment owing 
to fiscal impact of extended borrowing weakens the drive towards 

SRD. 

Export-promotion can be an unexceptionable objective for 
a country whose own material and technical base for extended 
reproduction is weak, fragmented and dependent on exter 
supplies. However, it must not be forgotten that 
structural and technical weaknesses arose from a c 
lop-sided pattern of growth of Third World countries as an 
integral part of the global processes of capital accumulation 

• V, Thenursuit of export-promotion 

and economic expansion. . Ihe pur 

j-i;, ' nr>« , has also simultaneously 
in the post-colonial era»^bheref > 

^ ^ =e-!r)D-"quch' structural irabalahces by 

to be a process of redressing ^ . . 






diversifying the production base through fuller utilisation of 
the resource potential of the poor economies. On the contrary 
if export-promotion becomes the basis for further expanding 
their primary producer character, it will deprive the poor 
economy of relatively higher value-added lines of production. 
Besides, the structural-technical weaknesses will also tend 


to persist giving rise to unequal inter-relationships 


Thus for reasons of economic development and in order to 
do away with the disadvantageous position involved in specia- 
lisation in primary production for exports, it v;as essential 
that in the post-independence period, the ex-colonias move away 
from such dependent forms of export production, and develop 
capacities for local processing and manufacturing. However, 
the new urgency for exports in order to finance external borro- 
wing led to renewed stress on increasing primary exports atleast 
in absolute terms if not relatively. , The change in relative 
proportion of primary exports is also connected with the changed 
industrial structure of metropolitan countries, showing rela- 
tively lower importance of the primary Imports from poor countries, 
except for energy sources and import metals. As a result, such 

production has not only continued but as a matter of fact, has 
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increased, without developing internal forward linkages. 

Since such production was destined for unfavourable metropolitan 
markets, it could not obtain wherewithal for increasing pro- 


ductivity 


mce of a 


In sum, these processes 





certain kind of export fatalism, preventing the poor, borrowing 
countries from breaking away from the colonial pattern of 
foreign trade. Despite the growth of non-conventional, 
manufactured exports from many poor countries like India, the 
absolute volume of primary products’ exports increased. Thus 
an important characteristic of dependence of the poor countries 
persisted. Since conventional exports could not generate all 
the foreign exchange needed, the mechanism adopted for export 
promotion too acquires importance. 

To begin with, there is a domestic public financial 
resource cost of a given package of measures for export 
promotion. To the extent, these measures involve relative 
cheapening of poor countries’ export commodities and services, 
there is imposed a real cost on the economy yis-a-yis the 
countries importing from them. The public financial cost is 
in terms of home currency as well as foreign exchange. The 
marketing and export promotion costs for programmes launched 
outside the country and the need to go in for imports to 
generate additional export production capacity entail a 
reduction in the net export earnings so generated. In pla' 
words, export promotion also costs foreign exchange, pleading 
to successively increasing reduction in the net foreign 
exchange contribution from additional measure^ for exp 
promotion. All these tendencies reduce the effectiveness 

of exports. i;'" ^ , ' ; ' ; ■ 

ae ccapositlcn Pf exportsyna: drives to 
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raise their volume, in the present context of international 
economic relations by reducing the effectiveness of exports, 
tend to worsen the terms of trade. Among many factors which 
contribute to this result, a none-too-insignificant role is 
played by sizeable and sustained external borrowing, which 
imposes inflexible and rising debt-servicing obligations 
giving added impetus to the drive for enlarged export-earnings. 
Since debt-service ratio is not to be allowed to rise to dis- 
turbingly high levels, while higher volume of borrowing is 
undertaken to meet rising import surplus and repayment obli- 
gations (in its turn increasing total outstanding debt and 

volume of debt-servicing charges) , increasing export earnings 
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become the main means of restraining debt-service ratio. 

Thus one can sea a link between external borrowing and worsening 
terms of trade. As Kalecki argued, '*an adverse shift in terms 
of trade cancels the effacts of the inflow of foreign aid and, 
what is more, must be compensated by a continuous inflow of 
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that aid as long as the worsened terms of trade do not improve.” 
Thus, one can see how external borrowing tends to be self- 
defeating, particularly from the viewpoint of SRD, owing to 
worsening of terms of trade caused by onerous repayment 
obligations. 

As net capital inflow increases, as greater emphasis 
is placed on initial imports to ultimately end the dependence 
on imports, as increasing export efforts involving rising 
domestic and foreign reaj .and finanolal costs have to be 


L 
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mounted, a country reaches the unenviable position of having 
to commit a significant part of its total annual inflow of 
foreign exchange to these committed uses. This leaves little 
"free*' foreign exchange and the progress of import substituting 
development and industrialisation becomes contingent upon 
availability of additional external credits. 


;ven in financial terms, the net annual inflow through 


credits and outflow through debt-servicing keep moving dis- 
turbingly close to each other. In fact, it has been shown 
Ihuh if gi'oaa .inflow remains constant, the rising debt-service 
charges may outstrip the constant inflow in course of time 
making net transfers negative. It means that the poor 
countries have fallen in the debt-trap and will need increasing 
volume of gross borrowing, i.e. borrowing must increase at an 
increasing rate constantly repeating the sequence of conse- 
quences amounting to push SRD in the background. 


The impact of the absolute size and continued reliance 
on external debts on the balance of pa5nnents of the borrowini 
poor countries, particularly those facing a difficult terraii 
in expanding their export earnings, creates such serious 
problems as make even interest free soft -loans a fearful 
burden. Afterall, the size of debt service payments depends 
not only on the rate of interest but also on the size of 
external loans. True, the elimination of the burden 
interest rate payment lightens the consequences. However, 
not only repayment but ,tha leakages from the outlays on . such 
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Gxt;6r*ii3.Xxy iinancGu projGCxsj and the probleni of crestioii. of 

planned export capacities not necessarily based on the country's 
own export potential but based on the needs and demand of the 
external markets (which pre-empt the use of investible resources 
away from domestic needs) make the recipient poor country move 
away from the course destined towards SRD. 


The foregoing analysis brings out some important impli- 
cations of a specific concept of SRD for a poor country which 
in the process of attempting to overcome its characteristic 
constraints (mainly savings, foreign exchange, food and 
capital goods constraint) adopted a short-run reliance on 
sizeable and sustained external borrowing. In so far as the 
concept of SRD legitimatised the continued resorting to external 
financing of development projects as a tactical line, it did 
not focus on some of its own inherent implications. 


Tactical financial dependence in the short-run may na e 
arisen from the pursuit of import-substituting industrialisatioi 
the latter being derived from the strategic perspective of SRD. 
It is also important to call to attention the limited contri- 
bution which import-substitution may possibly make to SRD. 

For one thing, import-substituting industrialisation, which 
‘'deals only with protection of production tends o o 
imitative through two important channels. One, as 
investment proposals are concerned, the .Size of ongoing imports 



to be dibplaced itself becomes a nearly complete justification 
for such projects. This is reinforced by the use of world 
prices in project appraisal. Thus many questions about the 
desirability Oi the project from long-term social point of 
view including SRD are not asked. Consequently, it is possible 
that an import substitution project may have backward linkages 
in such intermediate goods which on account of patents, 
technology, size of the market, etc. may dictate continued 
imports and through a combination of monopoly-power, transfer 
pricing and differential bargaining power may make a sizeable 
draft on foreign exchange resources. 



of foreign capital, technology (covering both product-mix and 

process of production), enterprise and management made little 
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contribution towards it. The divorce between the tactical 


and the strategic aspects of SRD was, however, not confined 


o the issues listed above 


financial dependence in terms of accumulation of sizeable 


outstanding external debts and continuance of non-zero net 


borrowing are seen in terms of increased external orientation 
in the sense of increased attempts to cater lo foreign markets 
The whole exercise is coming home to roost for the strategic 


This is because it failed to take note of the arithmetic 
of mounting debt-servicing charges flowing from sizeable and 
sustained borrowing over a couple of decades. This becomes 
m-ore particularly serious in the case of those countries whose 
export seotor is a relatively small part of the national ecooray 
(as in India), and, given its historical place in the world 
economy, (seen in terms of "increasing marginalisation of the 
Indian economy vis-a-vis the international economy") is 
faced with relatively Inelastic and limited growth prospects 
In its foreign exchange earnings. Then, it did not take into 
account the limited potential which the country's resource 
endowment Imposed (through a configuration of demand supply 
relationships flowing from the structure of the economy) on the 
oossihintles Of financing self-liquidating projects like 



In any case, if such a course would have been concentrated 

over a short period of time leading to a sharp spurt in import- 

substitution and/or export promotion, yielding sizeable export- 

surpluses, then it may possibly have contributed to SRD. Such 

a strategy, in all probability, would have needed rather high 

rates of capital accumulation, assigning to net resource 

transfer from the rest of the world the role, not of being a 

substitute for domestic resource mobilisation, but of being a 
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critical supplement to the former. The resulting high rates 
of growth may have created conditions necessary for the quali- 
tative transformation of the economy from being a dependent 
to an independent economy, which is implied under the 
objective of SPD. However, there would have been some formidable 
obstacles to the implementation of such a strategy. 


exports to GNP) of the economy. This, in turn, has clear 
implications with respect to the emerging structure of invest- 
ment and production, which have to accord high priority to 
export-oriented activities. As seen above, it also necessitate 
the diversion of a part of savings to finance debt-servicing. 

In this way, the particiilar variant of SRD tended to give a 
specific form to both the rate (on account of the critical 
role of the size of external loans becoming available) and 
pattern of growth which is;at variance with that implied 

under SRD. ■ ' ' ' ’ , . ■ ' ' ■ ' 
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V 

From the point of view of long-run implications of the 
specific variant of SRD under discussion, it is important to 
see how it is likely to affect the size of internal markets 

because the development of home market provides the funda- 

• 50 

mental, domestic basis of capitalist development. In so 

far as such external finance supports import-substitution, 

it caters to pre-existing markets. However, this investment 

also produces linkages and multiplier effects, tending to 

enlarge home market. The extent to which this market potential 

is actually utilised to support development is, however, a 

function of the resilience in the rate of accumulation and 

structure of investment. In any case,- repayments and interest 

payment produce negative multiplier effects which, to a 

certain extent, go to counter the positive effects of the 

initial inflows. 

In addition to the above, it is suggested that external 
finances enable a country to push up its rate of investment 
beyond domestic availability of savings. To this extent, it 
enables a country to have either a large market for constomer 
goods or for producers' goods. The above savings contribution 
argument is, in a sense, derived from the calculation of grant 
element in foreign borrowing through discounting debt servicing 
at a standard 10 per cent rate of discount and comparing it 
with the gross inflow' of funds. .Such a measurement of the 
"financial" value' of external'' bbrrpwi^^m not be confused 





with its NPV in terms of social cost-benefit analysis which 
will have to go into many more questions concerning externali- 
ties, social costs and benefits. Hence, it might be too 
simplistic to regard foreign borrowing as a contributor to the 
growth of home-market without taking note of the leakages to 
external markets and other effects on the national economy. 

In any case, this is a short-run impact because to the 

extent a country begins to discharge its debt servicing 

obligations, it has to increase the rate of savings without 
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being able to use it for fresh capital formation. In brief, 
external financing can at best increase the home market in 
the short-run and, over a reasonably long period of time, 
repayments offset this impact. The net impact on the size 
of the home market would, of course, be a function of the 
difference between the values of pre-and post-repayments 
marginal propensity to consume. 

To the extent this saving can be converted into an 
export-surplus, the home market will tend to expand. However, 
as our analysis of import-substitution and industrialisation 
policies show, the structural basis for such export surplus 
does not easily develop in most developing countries. Conse- 
quently, they remain net importers without approaching the 
opportunity to obtain export surpluses. 

However, it is also possible, that externally obtained 

resources largely substitute acmestlc savings. In this way 

they contribute to a higher level of =on=»ptlon (at least 







equal to a fraction of borrowing) than would have been possible 
in the absence of foreign borrowing. To this extent j it 
contributes to larger home market for consumer goods in the 
immediate run. Such larger initial domestic consumption 
(irrespective of its character and composition, whether of 
necessities or of luxuries) does not add anything to the 
capacity to service the debt and hence, in the long-run, leads 
to a net reduction in the size of the home market when debt- 


service payments begin. On the other hand, the part of foreign 
borrowing which is invested creates additional production 
capacity generating atleast a part of the domestic resources 
counterpart of debt-servicing in so far as there is a net 
surplus produced through such as investment. 


trading partners. In fact, one important i actor which maxes 
developed market economies lend to poor countries is to 
increase the demand for their national output . The opposite 
is the result for the size of borrowing country's home 
market; the market gained by the lender is the market lost by 
the borrower. The protagonists of protection in the richer 
countries consider imports from the poor countries as causing 
a certain order of disruption to their domestic markets. 
Similarly, their lending to the poor countries in order to 
finance their own exports to the countries, bring about a 
disruption of the latter countries’ -domestic markets. 
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Yet another manner in which external borrowing may 
affect the size of internal market depends on the fact whether 
it happens to displace private domestic investment. The point 
is that if external funds were to finance investment projects 
which otherwise v/ould have attracted, probably with some 
supporting policies of the State* private domestic investment, 
then the external dependence induced by external borrowing, 
both in the short and long-run, indicates preference for 
externally supported public investment over the growth of 
indigenous capital, without necessarily contributing to 
enlargement of home market. 

It is, indeed, highly speculative whether such private 
investments could have been induced. Nevertheless, it is 
clear that such private investment was not forthcoming in 
the normal course of market response because if such self- 
generated capital accumulations were taking place, there would 
hardly have arisen the need for state-sponsored capital 
accumulation.^^ However, the option to go in for encouraging 
domestic capital formation need not necessarily be a substitute 
for external borrowing! in fact the latter was mainly a means 
for bridging the foreign exchange gap arising in the process 
of planned growth through both public and private investment 
Hence this consideration is unlikely to detract from the 
effect on the size of the home market generated by the savings 
contribution role of external borrowing. However, opposite is 
the effect on account of import-surplus role of such borrowing 
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Thus, one sees that the variant of SRD under discussion 
can, at best, have some rather limited, short-run effect on 
the enlargement of the home market, which may be offset by 
import-surplus financed by external borrowing. Then, it has 
definite export-orientation implications inhering on account 

m 

of repayment obligations. And these latter are counter- 
productive from the point of the size of the home market. 

Not only export-orientation may reduce effect on the size of 
home market, but, as seen earlier, even import-substitution 
may not add to the size of home market. Moreover, ii aid 
is used for financing the production of luxuries, with high 
capital and import-intensity,, its effect on the size of home 
market will be further limited. 


As a result, of the neglect of such issues and methodologies 
for planning the use of land appraising the role of external 
borrowing, "import-substitution soon reached the limits imposed 
by market size. It also turned out to mean an even greater 
dependence on imports. It was proving impossible for the 
infant industries to grow up. A critical analysis of the 
problems of import-substituting capitalist industrialisation 
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evolved into what was “to bacorae depondency theory 

The process of SRD, linked with capitalist, import- 
substituting industrialisation, based ;as it was on the specific 





war 


oxxuioax analysis ol the operation of the specific 
variant of SRD links up with the concept of theory of 
"dependence". This discussion, in so far as it goes into 
various, aspects of the concept, its historical roots, mechanics 
of operation and implications, is likely to have a bearing on 
an alternative concept of SRD which avoids the cul-de-sac 
reached by the variant of SRD we have discussed. This is so 
because SRD is, in a substantive sense, connected with the* 
process of breaking loose from the dependency nexus and evolution 
of an independent basis for development.^'^ 


une can argue that atleast in so far as SRD was consi- 
dered an essential attribute of development and in so far as 
tactical financial dependence was adopted as a means to SRD, 
there was atleast an implicit recognition of the dependency 
nexus. The nationalist articulation during the colonial era 

■ ■ CQ 

was, after all, centred on such issues."^ However, it appears 
that behind many a concept of SPJD, the implicit concept of 
dependence was of a descriptive kind.^^ Owing to non-recogni- 
tion of the theoretical bases of dependence and the processes 
by which dependence is reproduced, links between short-run, 
tactical dependence and long-run pursuit of SRD could not be 
incorporated in the policy-mix derived from the descriptive 
concept of dependence or dependency approach to underdevelop- 
ment.^® 




i ■ ■ "'i * 


38 


A recognition of such theoretical bases and processes 

in their historical context would indicate that in the 

productive and financial spheres of developed capitalist 

countries were inherent certain forces which subjugated the 

modern capitalist and pre-capitalist sectors of the poor 

countries according to the specific needs of the former in 
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the colonial phase of the world economy. The unequal and 
inequitous integration of the poor economies with the 
developed economies generated such external, general conditions 
which dominated the internal or specific conditions of develop- 
ment of the poor countries. The tactical, short-run devices 
adopted for SRD had not only to recognise this legacy, but also 
the changes in the internal and external structures and compul- 
sions of both the groups of countries. Because it is these 
forces which would determine the specific forms and mechanism 
of reproduction of dependency relations. Attaiment of poli- 
tical sovereignty, the emergence of local power centres and 
the desire to bring about development initiated a search on 
the part of the poor countries to find a new conjuncture of 
internal and external conditions , for development. On the 
other hand, loss of colonies, new phase of state monopoly and 
post-industrial development, particularly the sweep and pace 
of technological development, the challenge posed by the emergent 
socialist countries, etc., made the metropolitan countries seek 
a new set of relationships with the poor countries. Any pursuit 
of SRD must be based on a recognition of such emergent forces. 
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The driving forces emanating from the productive and 
financial sectors of the developed market economies continued 
to determine the dependency nexus between them and the poor 
countries, though the needs and compulsions of the two sectors 
had undergone a change. In addition, these external conditions 
had to interact with a different complexion of the specific 
internal conditions obtaining in the poor countries. The 
pursuit of SRD in this context was hampered by a com.plex of 
factors, like the descriptive, current BOP deficit based 
concept of SRD, the neo-classical paradigm, for development 
planning (a part of cultural dependence) , internal power- 
balance and new areas of mutual accommodation between national 
and multinational capitals. 

In this situation, the poor country’ s need to fill 
in the twin savings and foreign exchange gaps through external 
borrowing under the framework of tactical thrusts towards 
SRD matched admirably with the needs of the developed countries 
to find outlets for their growing financial resources (export 
surpluses) which also happen to generate demand for utilising 
their excess productive capacity. A new type of integration 
of the two types of economies was initiated under the pursuit 
of SRD by the poor countries and the foreign ''aid” programmes 
of the rich countries. As a general framework, these new 
relations will generate a new kind of dependency in which the 
backward countries will tend to be characterised by increasing 
indebtedness and by a productive:: structure which leads them to 

consume what they do not produce, and to produce what they do not 
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consume". Obviously, in different countries there will 
evolve specific variants derived from this general tendency 
of increased external orientation of the production structure 
and disjunction between production and consumption. In fact, 
the external orientation of production need not be a quanti- 
tatively dominant features of the emergent production structure; 
the qualitatively critical role of such external linkages is 
enough to secure a triple alliance of the multinational > 
national and local capitals. 


One has to comprehend the implications of the new 
international relationships particularly as a result of the 
readjustments undergone by the metropolitan countries to the 
loss of empires, and change in the role of developing countries 
to the metropolitan centres, for various concepts and formula- 
tions about SBD. The starting point for this exercise may well 
be provided by the proposition that the colonial and imperiall! 
relationship had strong streaks and rich sprinkling of non- 
economic factors of the kind generally associated with the 
process of primitive accumulation.®^ These non-eoonomic 
factors operated on the economic variables through the use of 
unequal relationships but buttressing the economic nexus by 
non-eoonomlo forces and processes. The international economic 
arena, in the wake of capitalist development in the West, came 
to be Characterised by a certain kind of post-feudal, pre- 
capitalist relationships. In other words, the kind of 
capitalist internal economic relationships which emerged in 
the metrooolitan centres were not replicated in the process of 
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uneven development of world capitalism. The end of colonies 
and the forces culminating in the second world war saw almost 
an end to such, pre-capitalist international relationships. 



As opposed to the needs of the earlier phase of world 
capitalism, its present post-colonial, neo-imperialist, state 
monopoly, collective capitalist stage (with accent on non- 
individualist collective capitalist action) or, in brief, int- 
ernational state collective monopoly stage, demands world 
capitalist integration, i.e. bringing about and strengthening 
capitalist economic development (of the kind Brazil, 

Soirth Korea, etc. have experienced) which can transform the^^^ ^ 

pre-capitalist international economic relationships into 

full-blooded market capitalist relationships. This necessarily 
involves uneven levels of development generating and strengthening, 
capitalist international economic relationships. The concept of 
New International Economic Order (NIEO) has its strongly diverse 
forms mainly because the developed market economies take NIEO 
to mean capitalist international economic relationships as 
different from pre-war non-capitalist, post-feudal international 
economic relationships. This obviously falls short of a new 
framework of international relationships which would do away 

with ingrained inequities. 

In stressing the role of market-based capitalist rela- 
tionshlps on a global scale, it Is not suggested that political 
Interferences and cloak and dagger are totally stamped out. ^ 

No real capitalist model ever totally abdures the use of ^ ^ ^ 
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coercive powers for ever even in internal social relationships. 
Thus it is not implied that the pursuit of giving capitalist 
form and content to international economic relationships implies 
that one has seen the last of gunboat diplomacy. The point is 
that, by and large, reliance on the economic mechanism, like 
through permanent international debt-bondage (characterised 
by constant borrowing, even in order to repay, incapacity to 
fully repay the loans in foreseeable future and constant pre- 
ssure to sell their goods and factors of production in order to 
sustain this relationship) is the form preferred by dominant 

international capital for extended reproduction of capitalist 
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economic relationships vis-a-vis the Third World. 


forms of international reiaiionsnipSs giv^^ri ucib 
basic fact of widely disparate levels of development is that 
such relations are, ex-definition, dominated by the economi 
cally stronger party. Despite the increasing marginalisation 
of the Third World in international production, consumption 
and trade structures, a framework of inequitous internet iond 
economic relationships is required by the developed countries 
in order to resolve their domestic contradictions and overcome 

i -n-f- c: -hhmnffh the use of the international 



‘hese processes bring about an integration of the 

of the Third World countries in the frame 


dominant classes 
work of international capitalist relationships, affording 
them new and ample opportunities and means (through technic? 
financial collaboration) for expansion. To put it another ^ 
the transformation of international economic relations from 

apitalist framework alongwith national 

of conflict between 


pre-capitalist to c 

political sovereignty reduce the areas 
the dominant classes of countries at disparate levels of 
development and the process , of capitalist development underway 

in the Third World opens up areas of mutual support . Both 

j -i-u i 1 ohi 1 1 "hv of int ernat Iona,! resources, 

the groups regard the availabiiity oi intciii-. ^ 
avenues and options an essential pre-requlslte facilitating 
growth and overcoming numerous constraints. Their joint 
ventures tend to obliterate the distinction between local and 

alien capital and enterprise. In so far as genuine SRD aooorc 

primary to the use and growth of local resources by local 

organisations for meeting local needs, it comes In conflict 

with the market, private-enterprise, profit-motive framework 

of capitalist development which cannot adopt criteria derived 

from SRD In its process cf bringing abcut development. More 

particularly, since world capitalist development tends to 

. . J.-J . ancomuassine; both 


short-run, 





au uujecT^ive 01 state sponsored processe 

of capitalist development have to be viewed at two different 
levels. Our analysis of the short-run and long-run structural 
implications of tactical SRD with external borrowing as its 
king-pin shows it clearly that the latter is a powerful 
instrument for implementing the lines and clues derived from 
the current global perspective of the TNCs and multilateral 
aid-agencies. As a result of such a perspective, the content 
o£ SRD was made consi wi-th 


As a result of such external orientation, a developing 
country will find its scare investible resource pre-empted 
for export-production based on foreign know-how, patents and 
intermediate goods. Then, as far as domestic consumption is 
concerned, given her poverty and preponderance of food in 
average consumption basket, either direct food imports, or ; 
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indirect entry of imported inputs in food production (ferti- 
lisers, pesticides, farm machinery, power equipment and energy 
sources, high-yielding varieties of seeds etc.) and import 
of other foods (like edible oils and pulses) will give rise 
to a new and somewhat camouflaged form of dependence. The 
impact of tariff-wall jumping import-substitution in the field 
of elitist consumption,'^^ reflected in home production of such 
items by multinational capital and their needs for maintenance 
imports of intermediate goods, making heavy draft on foreign 
exchange through many open and not-so-open devices also go to 
reproduce the dependency nexus. Moreover, the importance of 
such deployment of foreign exchange is derived from the fact that 
being committed uses of limited foreign exchange (in the name 
of utilisation of existing capacities and allowing such out- 
flows of foreign exchange for maintaining congenial atmosphere 
for further foreign borrowing and investments), they restrict 
the availability of options which development planners may 
like to have with the use of foreign exchange free from such 
encumbrances . 

In any case, both public and private sector industries 
continue to look forward to foreign technology for modernisation 
and higher productivity. With technology export being the 
leading sector in many of the developed capitalist countries, 
such import -substituting, export-promoting industrialisation 
fits in very well with the requirements of aspimetrical 
dependence. It may well be mentioned that the asymmetrical 
relationship emerges from the relative bargaining strength, 




arising from the nature of the technology market and the 
marginality of anyone country like India as a buyer, parti- 
cularly in view of the simultaneous pursuit of industrialisation 
by a large number of Third World countries. 


The impact of these external conditions of development 
derived from the dependency nexus is felt in reducing the 
degree of freedom with respect to the specific, internal 
conditions of development. The rate of savings and capital 
accumulation is reduced, directly through accumulated debt- 
servicing and indirectly through fungibility of credit? its 
pattern is distorted through committed uses which the foreign 
creditors approve of and its net volume is reduced through 

hidden charges and induced outflows. Foreign financing and 
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technology not only increases the capital -output ratio 

, 73 

but turns out to be inimical to employment generation. 

This also becomes a factor in limiting the expansion of the 
home market. The imitative pattern of import-substitution 
restricts the use of indigenous resources as the basis for 
industrialisation, reducing the linkages and multiplier effects 
of investment. It fosters a pattern of consurnption which is 
/M1C3 V affects savinffs in so far as it 


based strata of society/ In brief, there develops, as a 
result of tactical financial dependence, an excessive importance 
of the general, external factors of development which rather 
than being the engine of growth, turns out to be a fetter on 
growth. 


The excessive reliance on external factors of development 
stifles the internal factors of development. Tactical dependence 
engulfs the poor countries in the debt-trap or the vicious circle 
of external borrowing. The ligatures binding the poor countries 
in asymmetrical relations restrict their options and autonomy 
in much the same may as the India's rural poor are tied in the 
knots of debt-bondage giving the creditors uneoual power oyer 
the debtors' resource (labour and natural resources) , markets 
(i.e. purchasing power) and the speed and direction of develop- 
ment. The technological-financial dependence, (directly through 
ODA, or through multilateral agencies and multinational 

corporations) acting in a mutually reinforcing manner prevents 
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emergence of inter-dependence for reciprocal development. 

In so far as public sector investments in Department I impart 
structural strength to the economy, the realisation of the 
potential remains a function of the role of internal factors 
of development, which are placed in a secondary position owing 
to asymmetrical external relationships. 









From the foregoing, it follows that SRD is a process 
and not only an outcome in which the relative autonomy of 
the internal development options prevails and is supported 
and supplemented by mutually beneficial relations among 

various countries at different levels of development and with 

nf\ 

different socio-economic systems. The role of international 
trade and economic relations remains one of taking advantage 
of mutual complementarities in order to facilitate trans- 
formation through trade to increase options in addition to 
transformation through production. This can arise when there 
is planned determination of the international economic 
relations in a framework of a strategy of development based 
basically on internal conditions and mechanism of development, 
supported in a tactical manner by external linkages which are 
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consistent with the strategic perspective. 


A whole set of internal political and economic structure 
and balances have to provide the basic backbone for the pursuit 
of SRD.'^® The fact of political sovereignty and the inter- 
national balance of power are factors potentially helpful in 
this respect. But one has to reckon with the hard facts of 
the internal power structure in the poor countries and its 
increasing mutual accommodation with the external forces to 
whom the theme of SRD is a discordant note. The pervasive 
influence and constraints imposed by the present economic 
balance, unequal distribution of the wherewithals of develop- 
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ment, their reinforcement by political power relations and 
cultural domination in the field of knowledge and ideas, 

! i 

more particularly about development itself, are a formidable 
set of obstacles facing SRD. No elaboration of the concept 
and theory of SRD is benefited by ignoring or underplaying 
the role of such powerful constraints. 

Given the aforementioned essential ingredients of the 
concept of SRD and its linkages with internal processes, it 
can be maintained that the variant of SRD based on the need 
to meet the recurring current deficit in the balance of 
payments of the poor, ex-colonial countries through external 
borrowing took an over-blown and isolated view of the criti- 
cality of such deficits. It failed to take note of the overall 
BOP implications of such borrowing based on the dynamics of 
debt- servicing, emerging dependent production structure and :: 

limitations of domestic market. 

Therefore, it may be inferred that a concept of SRD ' 

based not on external viability on the current account but 
in the overall BOP may remove the restrictive and self- 
defeating character of this concept of SRD. Since it also ?:■, 

takes into account the transactions on the capital account, 
an overall and balanced view of external borrowing and debt— 
servicing obligations showing up net transfers (alongwith 


the inflow of private foreign capital and outflows engendered 
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viability in the overall BOP, it would have been found that 
the ramifications, of this concept of SRD inform the entire 
range of issues concerning the strategy of development. 

However, an appropriate working out of the implications of this 
concept would have to go beyond the concern with balancing of 



For example, despite its overt concern with balancing 
the current account of BOP, the GNP based variant of SRD 
under discussion had to devote attention to import-substitution 
(particularly in the field of food production and heavy 
industries) and export-promotion. However, it tended to look 
at these issues in terms of meeting the savings and foreign 
exchange gap without explicit and analytical recognition of the 
strong linkages of SRD with the structure of production, 
ownership pattern, technological choices, employment generation, 
development of home market, methods of resource mobilisation, 
etc. To a certain extent, this Is inherent in the "openended- 

ness" of the concept of SRD, with "a certain nucleus of content" 

'SO' 

which needs to be given "more precise connotations". However, 
this much is clear that essentially SRD is concerned with the 
primacy of indigenous factors and forces in the process of 
development. The aforementioned factors impinge on the process 
of development as well as on the international linkages of the 
economy. Hence the concept of SRD has to be linked up with 
all these issues. In other words, the pursuit of SRD is one 
critical element of the overall strategy of development and 
has to be .viewed as its integral part. 
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From the above perspective, it follows that the narrow 
variant of SRD did not take into account its intimate linkages 
with an overall strategy of development which has to be 
broader than mere GNP based strategy of growth. However, the 
concept of SRD rooted in holistic and historical view of 

02 

development cannot equate it with autarky or self-sufficiency. 

Let it also be mentioned that what follows from the present 
argument then is not a blanket case against external borrowing 
as such. What is sought to be argued is that the critical, 
tactical dependence of SRD on external: borrowing in the context 
of the G-NP growth based strategy of development neglected the 
inherent implications of continued and large scale foreign 
borrowing on its own avowed goal-structure. 

What is sought to be derived from the argument presented 
so far is that the tactical external borrowing has to be highly 
discriminating, short-lived, temporally well-spaced in line with 
planned growth of export earning or reduction in import spendings 
(avoiding bunching of maturities) and in a planned way linked 
to export-promotion and import curtailment prospects so that 
the loans become self -liquidating. It is on account of such 
considerations that it has been argued, as mentioned earlier, 
e.g, by Kalecki, that use of foreign aid as a tool of development 
policy is one of the important factors necessitating compre- 
hensive macro-level planning in a poor country. !>-■> 

such a planned perspective which is essential for making 









external borrowing a supplement rather t 
aooestio savings. It follows, therefore 
problem" and Its antithetical relation t. 
from external borrowing as such, but spr: 
overall strategy and political economv o- 


a substitute for 


Notes 


' i says, “the struggle for strengthening 

national independence is indistinguishabl ~ ^ 

for _ social progress. “ Quoted " '' 

go Viet Theory of Development 
ll§. ir^isT-Leninist Scholarship . ~MaciiIlin7”Lond7 

these^iews, political independence does not 
abolish backwardness and since the latter is a direct cons 
quence of colonialism- imperialism, the Third World has to 
decide ^^how it v/ill relate to the outside v/orldj on what t 
It will trade and on what terms it will receive foreign Ga- 
in the future*' 


from the struggle 
, Stephen, in The 
India and the Third WorT3"in 
7~WfSTJ7T55Z 


( Ibid , p.136) 


From this perspective, two alternative views on economic 
independence follow. According to one, economic independence 
means breaking off the economic relations with the world 
capitalist system. According to -the other, owing to national 
equali-ty derived from political sovereignty and owing to 
reduced economic need of imperialist powers for colonies and 
semi-colonies, economic independence means, “regulating, not 
breaking relations with the world capitalist system". ( Ibid . 
P-137). In any case, “self-reliance" is not a new way of 
"bridging the gap", “catching up" in the sense of equalising 
GNP/capita or some similar measure". Galtung, Johan, “Trade 
or Development ; Some Reflections on Self-Reliance" in 
Economic and Political Weekly (EPW hereafter), Annual Number, 
'lyyo, p.208, thus, SI^ has to be non- imitative. 


2. See, Nyilas, J. (ed.) Theory and Practice of Development 

fn the Third V/orld , Akademial^iado, Budapest, )(Iso 

Szentes, T. The Political Economy of Underdevelopment , 
Akademia Kiado, Budapest , 1§71. 
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»is a Result S th“ A- Parthasarathi wrltaa, 

deLLs oonc^t^S 1?® a^erisnce of the last two 

tftak^th^fo?a ? (self-reliance sometimes tends 

■^orcp nomptjvo a political and motivational 

a -i-f-f: itThp''Rnia nf a powerful ethical component 

for D-v- loom- P Alternative Strategies 

for Dc.yt.lopi..^nt m Pugwash o n Self-Reliance (based on the 

Symposium held In Dar-es-SaliST-rSSSI^une 2-5, 1975), 

Ankur Publishing House, New Delhi, 1977, p. 14. 

4. Self-reliance, even when not identified with autarky, may 
^ static flavour in so far as the level and nature of 

external economic relations are related to a given level of 
dciVelopmunt rather than to rising level s. Hence in countries 
seeking^to attain higher levels of deveXopment, self-reliance 
by itseix may not capture all that is implied by SRD. 

5. contrast between: underdevelopment and self-reliance 
has been discussed by Stepanov, L.?. in a book in Russian, 
which is discussed by Clarkson, S. , op; cit . pp.137-159. He 
pfoses the question ; “which has priority economic grovjth, to 
liquidate backwardness and raise national productivity . . 

or prior abolition of exploiting links with imperialism, thus 
creating a base for the free .davelopm:nt of the national 
economy?” His answer is “economic growth and national liberation 
must proceed together s The efforts made by the peoples to develop 
their national economy and their fight to suppress imperialist 
exploitation are inseparable parts of a single process”. (p.l38). 

6. There is a huge body of literature on the unequal relation- 
ship of the Third World with the First one. The generally 
described features of this unequal, dependent relationship are ; 
weak control over their national resources, high dependence of 
exports on conditions in external markets, great need for 
foreign finance and technology, increasing role of foreign 
capital and enterprise, special arrangements wdth groupings 
like SEC, linkage of their currency wdth powerful currencies 

of former colonial powers, etc. 

7. The developed market economies _ exported to others in the 
same category 66-67 per cent of their total export in 1970.^ 

The share rose to nearly 70 per cent in 197 d. U.N. S tatistical 
Year Book . 1976, Table 150. 

8. As the Brandt Comimission Report puts it, “A refusal to 

accept alien models unquest ioningly is in f second phase 

of de-colinization. We must not surrender to tne^iaea tha _ 
the whole world should copy the models of highly industrialised 
countries”, Worth- South ; A PrograjM g-l£^.§^IiSI2i:i 

of the Independent Commission on^ International Development 
Issues, Pan Books, Lo'ndbn,, -1980,. p*23.. , ■ 
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rive.''iear Plan. Planning Commission, 
of India, New Delhi, 1952, pp. 26-27 and pp. 62-65 
position. As North,— Sputh s A Pro gram me for Su.rv 
“the macior share of the burdeFTorei^ec^r^3ra 
poverty lies with them, (developing countries), ■ 
and their go verriment s “ . 


11. -'A deepend consciousness of their situation leads men to 
apprehend that _ situation as an historical reality susceptible 
of transformation", Paulo Freire, Pedagogy of the Oppressed. 


12. The question of technological choices, like many other 
questions of development strategy, has been falsely posed as 
one of factor-intensities alone. It is a many faceted question 
and no universal, single feature can answer the needs of 
development, particularly of SRD. The correct approach to 
technology has to be one of walking on many legs. 

13. This view seems to be based on the notion that the deve- 
loping countries have to face an import- surplus if they go in 
for industrialisation, particularly emphasising the production 
of producers’ goods because the poor countries do not have_ 
adequate domestic capacities in these areas. That is why in 
the initial phases foreign aid (external credit on soft terms) 
is needed to finance the import surplus. 

14. Supposed savings constraint faced by developing countries 
on account of low per capita income has come under many 
attacks. It has been seen that as compared to the late forties 
early fifties’ nearly 5 per cent rate of savings, the savings 
ratio for developing countries during 1960-65 was 16.7 per cent 
and growing at an average yearly rate of 0,8 per_ cent during 
1971-73, it reached the level of 20 per cent during 

Thus savings cannot be seen to make much diiference uO deve op- 
ment. In fact, Joan Robinson and John Eatwell, 
to Modern Economics ," New Delhi, 1974, co.asider the low average 
income low savings argument “ sophist ical (p. 333). „ 

W.A. has also argued that, "-If income per head were tne 
determinant of self-sufficiency in finance we could not answer 
the question posed by opponents of foreign ai n^e-y, 

Britain and France were saving murh -rirh'^r th^r 

middle of the 19th century, 

Ceylon or Brazil is today, ; why , cannot the developing 

save for themselves all the-oapital they ee . — 

of the Internationa l Kcdnomic . Order ■ ^ Ludhiana, 1978, p .35. 
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15. See, Chenery, H.B. and Strout, A. “Foreign Assistance and 
Economic Development", American Economic Reviev; , September 1966, 
pp. 679-733. According to them, foreign aid can also help meet 

the shortage of skills. v 

16. Cf. "The full set of requirements (for development) need 
only become available from domestic resources as the inflov/ of 
the foreign resources is reduced. To achieve this result, the 
additional resources produced through more rapid grovifth must 
be used to make good the deficiencies. which are temporarily 
being supplied, from oixtside assistance." (emphasis "added j 
Ibid . p,6l8. 

17. The inflow of financial resources from abroad may take 
many forms, like direct investment, grants, official development 
assistance ODA, i.e. inter-government loans. In the present 
paper, we are concerned with ODA only. 

It has also been maintained that "The current scope for 
direct foreign investment is rather small (p.44) and that 
"The developing countries will depend on foreign borrowing 
long after they have ceased to depend on foreign enterprise", 

( p . 46 K Lewis, W . A . , The E volutio n o f the Internation al 
Economic Order , op clt . 



18 , Grant s as a percentage of t ot al external re source flows : 
to 86 developing countries from DAG of OECD came down from 
35-6 per cent in 1965 to 14.6 per cent in 1974. Reported in 
Table 2.13 (p.83) in Abbott, G. International Indebtedness /and 
the Developing Countries , Vikas , Mew Delhi , 1980. 

19. Apart from the well-known paper by Chenery, H.B. and 

Strout, A. op cit. many others make this point. As Kaleckl, M. 
puts it, "From these considerations v/e see that an Inflow of 
foreign aid may be instrumental in stepping up the rate of 
growth of an economy faced by the barrier of foreign trade", 
"Forms of Foreign Aid s An Economic Analysis" in Essays , in 
Developing Economies, The Harvester Pi’ess, Harrocks7lW57 p.68. 
Such a role of foreign aid follows from what Keith Griffin calls 
"The two-gap models"'"^based on the orthodox macro-economics of _ 
savings and foreign exchange supplementing roles of foreign aid. 
See, Chapter on Foreign Capital, Domestic Savings and Economic 
Development in Internat ional Inequality and National Poverty , 
Macmillan, LondoHT 197^, pp.57~74T, The orthodox analysis is 
based on fixed technical relationships (e.g. the incremental 
output-capital ratio) and stable savings and import propen- 
sities". p.58. Even when some of the conventional analyses _ 
have seen the impact of 'aid' on 'development' to be negligible, 
they have oeraisted with their general prepositions on the role 
of aid. For example, the’ Pearson iReport says, "The correlation 
betv^een the amounts pi aid. received in tne past ^ decades and 
growth performance, is very . weak". ■ . 

Mall Press, London, ,1969, p.49. ^yYet We Report went ahead, to 
fix new, higher targets o,f aid", flows - ■ ' : • \ 
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20. For the story of rising debt-service ratios of the^ 
developing countries, see Abbott, G.C. op cit ., pp. 120-125. 


Seers, D. has said, "A large role for foreign capital tends 


to limit drastically the flexibility ^o 


trade"? '’’Patterns of 


Dependence " in Tran s national Capitalism and Nationa l 
(Ed. Villamil, J.J.y, Harvester Press, Hassocks, 1979, p.lOp. 


21. Abbott, G.C. op cit . , p.120. 

22. Lewis, ¥.A., op cit ., pp.60-6l. 


25. Ibid, p .61 . 


24. Often "aid" element of foreign borrowing is calculated 

by discounting the repayment schedule at a '^0 P®^, 

rate and substracting from it the faca^value o.. the loan. 

such exercises the output flows generated by aid are jufat not 

taken into account; only financial flows ^ are counted. In any 


case , the. 


'‘OTant^^ or eleroarit bacornes a lunctiori ol tnt-i 


rate of discount chosen 
component . 


tha higher it is, the higher the "aid" 


25. There is a large and growing literature wtach^isXig^^ 
critical of Aid . See , ; ■Lappe, F.M. and _ others Aid_|£^ta^^ 
Institute for Food and Development Policy. 

Havter T. , Aid as Imperialism (Harmondsw^orih, Penguin aOoKs 

1971 ) , ' Goni.:^t 7 riyd'fedi 6 E;'’M. , „ 

link ot theWlo^^ReEorts IDOC Book 
K^^yyitTv Chapter ; 5 .: Also Cheryl Payer, ihujle^iiap^i^^ 
and tlie Third World, Panguin, 1974 . 


26 The structural transformation of an economy through 
foreign LSowins to support irnport-substitution «y notpro- 

lifh ffsfs Seftimport4requlre.»onts b^an economy havo_^f n- 

Kc r\1 1 1+* o1 \r 1 Tl "fctiG WSl^B of S’UGGGSSxIil dc ^ « 

Soone a?e the days whg “ ' 7'”’' ‘ 

substitution" oy it self ^will^be abl^^^ fe^ohon Singh : "Seli- 

fiftafSd Lowth by 1971? Its BOP implications", Economic 


DUSbcLJ-XiciU ..... 

I'Jeekly, Special Humber , July ub2 


, p.1217. 


27. M. Kalecki, op cit . p.90, defines 
'^The less the cost in local currency ^ 


TnP OObO XXi XU '^0.0. 

currency earned, the more effective is an expor 


affective exports as 
a unit of foreign ■ 


28. Illustrative of such domestic Pbg y|!5““v?“ng^if the 

tations on finding fiscal " ^yVonlries like India 

practice followed by many with 1 

of eoing in for external borrowing to A-nancv , 0 ■ 

no or little foreign exchange ,dost-component. ' fVf ; '7 


HHUHnnHi 


57 




29. Cf. Kalecki, M. Ibid , p. 69 / who says, comprehensive 
planning should be considered as a pre-requisite of any action 
aimed at a rational utilisation of available foreign aio. 

30. See, Abbott, G.C., o p cit ., Chapter 4. 

x-i Qpp Griffin, K., op cit., Chapter 3. Also, Bhagwati , _ J . , 
"The Socialist Pattern of Society and Foreign Trade", ^c^raic 
weekly. Special Number, July 1962, pp. 1211-1212, chows tha^ 

^^hlve thus witnessed willing investment of xoreign r^oources 

in setting up luxury industries at home'V(i.a. in Indiu.), ,..1^1-. 
In the bulk of international trade and grovrth theory, 

SportSubstitSlon and export .orientation are posed as two 

dichotomous, bi-polar alternatives. From ^ter- 

(ed! Mongla, J.N.), Allied, New Delhi, 19'-,0, pp.Jil 22/- 

As India's experience which simultaneouslysoughtlmport- 

substltutlcn and expert-promotion as^al. tee^P^ 

show., (se'i, Kabra, Tubilee Volume of the Indian 

SSS?;ut7orSrfo“dmfhSrrSorN-rDelhl) neith^^ 

bi-polarity Of the^tw^nor^their^^cnmbinaU 

specific policy inotr^ o t ,1 ort-substitution, are 

expor-c-promotion ana plann g T^romotion is "planned" in 

sustainable elsa'^ is planned in India ana 

much the same way as _ any g -n^rk-d- fo'ocps in so far as 
import- substitution IS left if 'not more, important 

private enterprise “^ao be^n ha/concluded on the basis 

instrument for xtjsKnall, Thailand, Malaysia, Singapore, 

01 anal .ysing the- uTraDort-substitution and 

India, Pakistan, Phillipi -^Y}^ develoomant policy 

export-promotion represent two sid. ,.^J.^^^J:^^o^.t_,jiv:,rsification 

coin" (p.38) or ''i-'^P°rt--uDstitu ^ On the contrary, 

are by no means mutually ex 5 strategics between 

they are rather complementary On account^of this intor-- 

which many strkogy oositions (such as 

dependence, extreme diversification, com- 

only import substitution or o^ P - create structures 

5Iit ely neglecting ^ the ’ Sv P. opment . A proper 

that ax’e damaging to long - “ , more .'cconabie (if bot 

"strategv-mix" appears to c-i (emphasis in tho 

the onlyV approach to this p^^^ 

original). .Knall, Bruno, "Condition. 


for the Success o; 


original). Knali, (Versification as Development 

Import-substitution Ifepal ftes -^^ arch Coirt ro » 

Sthtogies in Asia'' in — — 

Vol. I, (Humanities), 13 f/» , , • 
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33. Cf. "Soma of the difficulties that have arisen in the 
import- substitution process can be attributed to the fact that 
the developing countries have followed the model of the 
industrialised countries too closely, for example, by using 
capital intensive techniques, which has led to heavy dependenc 
on imported inputs". Knall, B. , op cit. p.32. 


p4. Cf. "State-capitalism was anti-imperialist because 
generating any independent national development it would 
necessarily undermine the external hegemony of the imperi 
who aim to maintain their former colonial empires intact" 
Clarkson, S., The Soviet Theory of Development, op cit., ■ 


y Sachs ; Some Observations on the 
of Self-Reliance, p.235 in Pugwash 


shows percentage change over the 
ural and industrial production in 


39. The following table 
previous year for agricul 
India; 


Industry 

4.0 

2.2 


1972-73 

1975-74 

1974- 75 

1975- 76 

1976- 77 

1977- 78 

1978- 79 

(The Economic Survey 
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One can see very weak linkages between growth of 
agricultural output and that of industry even with one year 
lag. 

In fact, this is an aspect of what Szentes, Tamas, calls k 
"the internally non-inte grated structure of^the economy (and 
society) of developing countries" v/hich manliest itself, among 
other things, in "the distorted sectoral structure and the 
inadequacy of the relations between different branches of the 
economy" in The Political Economy of Underdevelopin ent , 

Qjp cit . , p.250. 

40. "But perhaps what has not been fully comprehended is^that 
the growth of exports in real terms has been moderate and that 
it has been achieved at tremendous cost to the national exche- 
auer" (d.I) It goes on to add, "The expenditure of the 
Government of India on trade and export promotion sharply rose 

ircm Rs.2.10 crores In 1964-65 to R=-225.2Jcrores, in 1976-7, 
and Rs. 283. 79 crores (budget Projfision) in 1977-78 * 

It is further pointed out that this n ^^rence 

than in many other countries like U.k. , Italy, «- c^po, c 
U.S.A. and West Germany if figures per $1 million of 
earnings are compared. See, Varghese, 

Policy and Export Performance of Inoia ’ 

Centre for Policy Research, hew Delhi, 19/^8 vi-umto). 

41. "But unless new outlets for exports are created, , 

afi" ?he4?:LSrirjo?Lgn trade persist... M. KalecKl, 

OP cit . , p.72. 

^2. Ibid . , p.67. 

43. See, Debt-Problems of the Develop ing. Countrl^, OECD, 

Paris, 1974', 

This point has also been made ^7 5S‘"?i;’Fssavs^in"the 
Effects of Foreign PreisTlIeFyork , 

Theory of Epq j>gi^Gro^, Oxford ^ ^^j,Q^.tisation and 

aoSoach aL than exceed the flow 
interest payments first must appr - economists; indeed it 

of new investments is ag^e^ent is almost 

is one of the view bafk to Marshall and 

coinpl^'ts I f Tntarns.'t ion3.1 Financo in th6 

CalJnes and quotes April 1947, 

p!i06) L sayLL''''''S^^ amortization and inturcst ^ . 




account reaches and exceeds the annual amount of a const; 
gross outflow of new capital after a period surprisingly 
for those like myself who are still capable of being sta] 
by the wondrous working of compound interest. For Ameri* 
employment to be sustained for any length of time by Arne; 
capital exports, there would be needed an outward gross ; 
of capital increasing each year at an increasing rate am 
eventually reaching fantastic levels". 

44. There may, at times,' be open, or, even not-so-open 
conditions attached to such 'soft’ loans which require g. 
tendering or purchases in 'donor' countries, leading to 
leakages from the amounts so obtained. 

45. The traditional concept of import- substitution "de 
only with the protection of production. In our work, in 
the whole structure of the markets, production as well a 


V.L., "India and iMorld iconoray « pearca xui 
, p.22, Mainstream , New Delhi, March 29, 1980. 

it., pp. 61—66 argued that "aid is 
r’for savings and that a large fraction 
Si^d to increaso consumption r?ithcr than 
la berating his contention, he a«3ds, 
of aid is not restricted in any way. That _ 

;es not the marginal investment proje< 
jnditure project, and excienditure 
likely (perhaps more likely) to be on consum- 
apital goods", (p.62). 

opt of SRD had the 
s of development and 
.evoloped countries 
. if in practice, a poor country 

■g' 1 above, would have . 

■ "Tm'eded net , international resource 
es without rsayiiig ■ that ■■the politics and 


47. Kelkar, 
Self-Reliance 


48. Griffin, K., 
essentially a subst 
of foreign capital 
investment", (p.6l) 

"The 'fungi bility* 
is, foreign capital f inane 
but the marginal expenli':-- 
margin is just as . 
otion goods as on c 


the specific, 

,e dominant , 
le loading di 


49. Sine 
support of th. 

was supported officially by^th 
of the 'West , ' 4 , " * " ~ 

implementing SRD in^ 
succeeded in obtainihg^ .the 
transfer 


it is problematic. , . . , 

the context outlined 




priorities of a regime committed to SRD in all its aspects may 
have to face rough international economic and financial v/eathor. 
Chagula, V^.K., ( op cit ., pi4) observed "Indeed, until recently, 
some developed countries have been hesitating to offer develop- 
ment assistance to developing countries which practise self- 
reliance" . 

50. Lenin, V.I., "The degree of the development of the home^ 
market is the degree of development of capitalism in the country. 
To raise the question of the limits of the home market separately 
from that of the degree of development of capitalism (as the 
Narodnik economists do) is ■wrong**# - The .. De velop^p^at^ 

in Russia , Moscow, Progress, 1977 reprint, p.70. 

51. It is on account of such a fairly long-run view that 
it has been argued that "loans for developm.ent, whether 
bilateral or multilateral sources, should be regarded as "Che 
rec ipient country’s own development effort for these loans will 
have to be repaid sooner or laxer*' . Clhagula, W.K., 0 £^_cit . , p. . 

52. See, Weisskopf, T., "The Impact of Foreign Capital Inflow 

on Domestic Savings in Underdeveloped Countries' . Jou rna l oi 

International Sconomics , February 1972. 

53. State intervention for capital formation is 

only on account of stepping up the rate, but also for en . g 
a specific pattern, consistent with the strategy and goal 



telling*'. Hov/ever, it does not follow that South Korea is now 
(it does not seem to be anybody's case) developed country, let 
alone the question of her achieving independent davolopmont- 
In fact, it has been argued that empirical correlation between 
higher growth rates and export-performance does not indicate 
that growth follows trade; it may well be that increased traae 
follows higher growth rates. See, Pramit Chaudhary,^ ciote 
on the Irrelevance of Trade." Economic and Politi jial_JlOiijS^ 

Annual Number, February 1976,“ p. 222. 

57. Among many works on Dependence Theory, mention may be 
made of 

a) -Palma, G. , Dependency i "A Formal Theory oi Inderdevdop- 
ment or a Methodology for the Analysis ox Concrete 

Situations of Underdevelopment ,''_Worl4J)^x^^, Vol.^ 

No. 7/8, 1978. Reproduced in Mainstrijam , Jaiiu...ry - - » 

1979. 

b) Cockcroft, J., Frank, A.G , Johnson^ 

Unde r de vel opme nt _j._La;y^n^i^ r i ca s ^ r ol 1 1 1 ^ 

^oubladay~Books,^ardenTITy, /ork, l.i/^. 


c) Santos, T.D., The Structure of Depend.-nce, American 
Economic Review , May 1970, pp.2u1-^-jb. 

d) S. Lall, "Dopondence a 'dsaful r,oncopt In Analysing Undar- 
^ Development?", World Develop ment, Voi.3, i'lo.ll, iJO. 

Po-hPT ■ Dependent Development^j 7he ^ , Al _ l i a hC.e,„,oF 

. MtriMrLo clrtl^^ PrincatoX 

University Press, 1979. 

58. Ashok A the^'lndian Experience" 

p! 205 traces the roots 

in Pnswash_on„b^^u±i£^ to freedom struggle and 

of India's pursuit self-reliance in the 

Mahatma Gandi. He says, on external forces is a 

sense of a Jg^^tLrefSre, norhaps not surprising that 

primordial ike India the resurgence associated 

a^Snst foreign colonial rule should also have 

rekindled ^ .“(Freedom). Gandhiji's insistence on self- 

the ^^^■^®/°f^p|YcIency St also solidarity and interdependence 

help 5 self-suxiiciency u in the concept of 

on the basis °f cfuntlng on one’s ovm 

self-reliance in its moacin scaao 

forces". 

59. Cf. "Many aspects linkages hxtwaen 

perspective - claS and power relations are 

“ooLion and cane. • • 


^1 


PP» 





^or^this ^ reason the d ependency perspective is an ’vaparoach" 
£2.-jS£-SjiMY.-PJ_J:tpderd evel6pmc nT' rather tha n a "~^» the drpT" 

J. Samuel Valenzuela and A. Valenzuela, ‘’Modernization and. 
Dependence « Alternative Perspectives in che Study d LjCtin 
American Underdevelopment*' in Transnational Can] t,alisnr and* 
National Development , op cit . , “pC3 3~T erphairr'ad dSJT 

60, Descriptive accounts of dependence toiid to raention a 
number of features related to or arisi.nA from deoendsnce. 

It has been ar^ed by Stepanov, L.V. (as reported in Clarkson, S, 
pp clt . , p.138) that "Taken individucC.ly, seme of these criteria 
do not _ spell d_apendence for all nations, Nc-u Zealand’s j exports 
of agricultural and rav/ material, products form a greater per- 
centage of its exports than do those for India or Turkey, but 
Stepanov does not consider New Zeeiland 'co be dependant . . . 
Applied together, however, they (several criteria), however, 
describe the total situation of ineauality that the developing 
countries find themselves in vis-a- vis the world capitalist 
economy. Inequality, indeed, is Stapo.nov’s Synonyrij for 
dependence". Echoing this view, Galtung Johan, wote, "Self- 
reliance is not merely an abstract recipe,', a v/ay of organising 
the economy with heavy emphasis on the use of local factors, 
but a concrete fight against any kind of centre-periphery 
formation with the ultimate aim of arriving at a world where 
"each part is a centre", (as Cocoyoo declaration puts it)", 

QP cit ., P-207 that is to say, "self-reliance cannot be at 
the expense of self-reliance of others and it implies the 
autonomy to set one’s own goals and realise them as far as 
possible through one’s own efforts, using one's own factors’ 

( op cit ., p.208). It means SRD is inconsistent with dependency, 
but certainly does not rule out dependence or inter-dependence. 
However, Johan Galtung overstates the point when he says, 
"self-reliance as a doctrine as locatea more- in the field of 
psycho-politics than in the .field of economics". Apart from 
being non-holistic and artificially dividing an integrated 
conception, it seems to underplay the role of material basis 



of self-reliance. See Chagula’s 
of the kind held by Galtung to t 


which consider views 
ial. Note 82. 


61 Palma, G. , o p clt . Also, Santos, T.D., 02 _.cit. A. 
Parthasarthi, op c it. , ~p. 11 , said, "Nnat was prooTc^ed as the 
main ’engine’ of (imitative) development, viz., 'Aid' from 
industrialised to developing countries in the myri d forms 
we know it, now, the prevailing pattern of international trade 
and of the international monetary system, have become instru- 
ments of dimination of the poor countries by the rich in a, 
whole host of ways". 


Palm 


62 , 

63. 





64, As "bhe sub-titla of the book bv Evans, 
indicates. 


on cit. 


65. Marx, K., Capital , Vol.I, Progress, Moscow, 197. 

66. ^Even indirect political interference is quite rampant 
especially through the use of aid as a tool of foreign policy. 
Similarly, military aid is also widely used to produce results 
similar to economic aid. 

67. International landing to the developing countries is 
going on an extending scale through the device of "rolling 
over" of loans. Partly this is due to what Lewis, VI. A. 

( op cit . , p.65) describes, "A banker lends money to earn 
interest. So long as the interest is safe, there is no need 
to repay the principal. The loan can be rolled over". But 
if rolling over "seems to mean that the loan need never be 
repaid", op cit . , p.65, then thareVmust be some other factors 
besides interest payments which motivate lending which need 
never be repaid. Among many such factors, creation of demand 
for one's products in the borrower country, hidden charges 
through tied loans, increasing capitalist development and 
external orientation of developing countries, are fairly 
important for bringing about international debt-bondage. 

68. Many factors make the dominant classes and groups accept 
the new role of foreign capital, particularly in the form of 
ODAj under the changed political context. For one thing, as 

a result of simultaneous and faster growth of local capital, 
foreign capital no longer occupies a predominant place. Since 
ODA exceeds private foreign capital the terms tend to become 
softer than before. Then, the sectoral distribution of ODA is 
different from that seen during colonial period and tends to be 
integrated with the pattern of priorities contained in the plan 
for capitalist development. The inflov; of such ODA is no 
longer dominated by the colonial rulers; many developed market 
economies provide credits on competitive terms. Then, througn 
joint ventures there starts a symbiosis of local and alien 
capital. These characteristics of the inflow oi foreign caplteil 
can be seen in the experience of countries like India, See, 
Kotwal, O.P., Indian E conomy in the Soviet Perspective , 

Sterling, New Delhi, 1979, pp. 79-80. Also see the Statement 
by the Prime Minister of India in Parliament on Participation 
of Foreign Capital in Industries, April 6, 1949, reproduced 
in India ; Pocket Book of Economic Information , 19b/, govern- 
ment of India, Ministry of Finance, New Delhi, pp. 269-270. 

69. See, Susan George, How the Other Half Dies , Penguin, 
Harmondsworth, 1976. Also Lappe, F.M. and Collins J. 

Food First t The Myth of Scarcity, A, Concord Book, London, 1980. 
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70. Kelkar, V.L., op cit . "In recent years, the developing 
countries’ consumption styles have bean shovdng the ’’internat- 
ionalisation process" and this has assumed considerable importance 
in directing production and investment pattern for many of the 
developing countries. . . . this aspect (is) an important 
aspect of "dependence" that leads to the creation of "false 
needs" and adversely affects the quality of life and other related 
aspects of development". 

71. Summing up the researches by Soviet scholars, Kotwal 
( op clt . , p.84) writes, "Foreign technical collaboration has 
often led to establishment of industrial concerns, based on 
the imports of essential component parts of machinery, semi- 
manufacture and certain rav^? materials from aid-giving country. 
Although in the agreement it is stipulated that after a lapse 
of eight to ten years, such imports shall be eliminated, but 
in actual practice, it is found that even after the end of this 
period, the imports continue. According to Shirokov, even if 
the imports of various components are eliminated,^ the imports 
of such items as special steels, various kinds of non-ferrous 
metals, certain kinds of chemicals, etc. shall continue for a 
fairly long-time. This way, India's dependence on imports oi 
vital industrial inputs is maintained". 


Griffin, 


pp.66-6; 


75. Lewis, VLA., op cit . (p.42) has argued that "It looks as 
if a complex industrial system cannot expand employment at _ more 
than 4 per cent a year". It needs no repetition that foreign 
borrowing comes in for financing modern technology bast;d complex 
industrial systems. 

74. The aims of state capital inflows and private capital 
inflows are largely similar. According to Malirov, 0. V, 

-j 955-66 not less than one-third of total stete capital inflow 
from the developed capitalistic countries _ has bpn used to 
finance Indian private industrial enterprise. (Kotwal, op_£ii.» 
P.81). The cooley-loans out of PL-480 proceeds to Inaian_ pri /'..t. 
sector are well-knovm. In so far as ODA goes to finance infra- 
structure, it paves the way for strengthening monopolies who 
can readily and relatively advantageously benefit irom these 
"externalities" - 

75. Cf. Santos, T.D. , op cit . 

76. Cf . A. Parthasarthi, 0 £_cit. , p.13, quotes the V/orking 
Group on the Socio-Sconomic and Political Barriers to the 
Application of Science and Technology to ^^Gvolopraenl, 

23rd General Conference of the Pugwash Movement (Septufflter 19/3) 
"Simply stated this view - Self-Reliance - r^-solvt-s iC^-l 
into a question of achieving political,' economic 
independence and autonomy of decisi on-making and manage ^ 


f 
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77. The essence of this concept of SRD is captured in the 
phrase of Mao-Tse Tung ; “'Regeneration Through cur own Efforts”. 
According to Ronald Berger, Mao used this phrase in a speech 
in August 19A-9 (“Self-Reliance. Past and Present" in Eastern 
Horizon, Vol.IX, No. 3, pp.8-24} quoted by Galtung, J., o-u cit . 


78. To give an illustration of how SRD links with internal 
political and economic structures, let us see how self-reliance 
in food "requires the allocation of control over agricultural 
resources to local, democratically organised units", as Lappe 
and Collins ( op cit . , p.300) argue, "Since food self-reliance 
involves not only adequate production but adequate consumption 
realized by everyone, society will never achieve food self- 
reliance unless the control of agricultural resources is 
shared democratically. A re-allocation of control over pro- 
ductive assets is crucial for the redistribution of purchasing 
power; this alone will ensure that agricultural (and ^industrial) 
production benefits the local population instead of just local 
and foreign elites". 


79. Foreign borrowing in the form of ODA^and foreign priVrr'te 
investment need not be considered competitive. As Clarkson, o. 
puts it, quoting Pavlov, V.I., "The essence of the recipruC'Ul 
action of government credits and private investments is the 
fact that the former clears the road for the latter and the 
latter in turn facilitates the achievement of the aims the 
former", op cit . , pp. 154-155. 


80 . Galtung , Johan , " Trade or De velopme nt ; Some Re fie ct ions 
on Self-Reliance", Ec o nomi c and Po l 1 1 > Annual Number , 
February 1976, p.207. He considers the exercise of S- 

more precise connotations "the only self-reliant^way^o„^g'jing 
about defining the term self-reliance". Tnis irap..-ien, _ ao 
though, there can be a concept of self-reliance 
everyone. Moreover, why the constraint of a certain nucleus 
of content" if the only self-reliant _ way of defining_^it o 
"upto all of us to give it more precise connot^| 3 ^ . Ihis 

amounts to making too much of S 

absolutely individualistic, a social and a historiccil. 

81. "Self-reliance is a component not only of 
"style" or strategy of such "A New 

the actual processes by which it is brought ^bcut, tn-Sc- 
different forms in different 

and technology". A. Part hasarthi, ‘The R^lu -j ■ ^ Solf- 

in Alternative Strategies for Development" in 
Reliance , pp cit ., p.15 (emphasis added). 

82. Chagula, y.K. (oD^. , 4?™ ^saf-Sll'-ncr 

Of Pugwash Conierence held in Finland in 

does not imply self-sufficiency or 

dims^nsi jnc"il concept; thuS;^ ecunpmi^ approach 

"political", self-reliance would provide only a p..rti,-i ..ppr 
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However, Seers, D« "Patterns of Depdence" in Transnational 
Capitalism and National Development (Ed. Jose J. Villamil, 
Harvester Press, HassolksV 1979, pp. 101-102) seems to consider 
self-sufficiency to be the essence of self-reliance. He says, 
"One of the most crucial influences on a country's economic 
independence is the extent to which its demand structure 
matches its supply structure, particularly in energy and i^od, 
basically petroleum and cereals". He adds _ technology to this 
last, saying a country "can hardly be considered tTOely_jeJU;;2 
suffi cient if to exploit these resources it has to rely on 
foreign technology". (p.l02; emphasis added). _ Apart irora^ 
emphasising some kind of geographical determimsm, along with 
perpetuation of historical leads various countries have had 
in the matter of technological advance, 'this 
reliance ignores the mutually beneficial potential ^o 
kind of international egalitarian relationships. 
fication of various countries as least dependent, semi-dep-n 
and dependent on the basis of whether they are substanyal net 
importers of one, two or three key inputs 

SriSirnational relationships and ignores the 

associated with such specific net-importer/net-e^orter position 

The ethos behind self-sufficiency . sharply^ dii^rent from thax 

behind self-reliance. The distribution can f 

ins out the distinction between "dependency c.nd depen 

the latter being consistent vath self-reliance. 

83. Since SRD is gegerally taken 

drastic rupture of existing links with capitcTiotcountrie_^^^^ 
but by using these and gradually for use" 

iSfrkST r TrllTe/Zon 

v'SH-kh;SLSgy ol deLlopmant mainly 


